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established in Puerto Rico pursuant to this Agreement will entail the 


processing of 50,000 barrels per day of hydrocarbon fractions. 
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wee 


i 
= e ° 


pestormaace, ‘the parties shall use their best efforts to Cispose of the 


ssStary settlemens, 


Sm the evens of inesilicy to S22¢e spon 


#¢ portion of the Agreement, or to 


remecy an alleged fetiure o ce, cr to arrive ata 


. 
* 


voluntary settlement of a Gispute resulting therefsom, the dispute 


ee 
. 
* . 


snail be submitted to arbitration conducted in accordance with the 


° 
e 


Commescial Arbitration Rules of the American Azbitration Associa- 


=DA azd PRIDCO, as pasties of the first part, shall name 


one (2) arbitrator, and Phillips, as a party of the second part, shall 


Mooe one (1) arbitrator, and the two (2) arbitrators so named shall 


choose a neutral isird pasty not connected with either othe> pasty to 


act as the thisd arbitrator, In the event that within thisty (30) days 


. 
* 


atte> the date upon which the two (2) arbitrators have bees named 


Tics of ninety 190) éays adcer.° 


they have taken the eis stad eusszion unce= 2evisermsst Se 


e . : 
6.3 The evbitration panel shill hava <9 authority 


had 
e rs * 


smaxe Endings as te any question of 


law, 


. 
* 


. 


smSce Sy it shall be of so forca oF effccz 


raed by 2 


ne pasties with zefarence to any pes teulas disoute. 


S$ Of chs arbitration panel shall bec 
= 5 
é 


aclusive asd 


° 
® 


winding tsox the- "pastes as to all enetene of fact. 


—— ee . 
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é.4 The costs ci arbitratic= shall se bers: equally 


“ 


Dy the pasties ci the dirs: part, on the cze Sand, anc che pasty 


e 


7.2 Upon che estabiishmect of 2 bzeach by Phillips 


o ee. 
. - 


of aa essential provisioa of this Agreemes:, the Commonwealth - 


mzy: 


7.1.1 take legal action to suspend or revoke any 


tax exernption grasted to the corporation owning and operating 


the core chemical facility; and/or 


7.1.2 recommend to the Depar=ment of the Interioz 


"that Phillips or the CORE's license to import feedstock into 


‘ 
° 


Puerto Rico be revoked. 


E 982 


* fl » 
moweves, Saat the sanctions set iccth 


ssove chal act be availssie te cae Commmenweaetth enti. te 


= ceeene ee Mts ee Bee 


Bt ccsetclcs provisies ¢! this Agrsesies: sho... Bove Sisst been estase 


* 


competes: juriscicticn and any 2 ble apptais 


st exzausted: PROVIDES festhes that actwithstandicg any 


aes 


E€ctermisation of fact under the "Disputes and Arbitration” provision 


oz this Agreement the question whether breach of an essential provision 


4 


of s.is Agreemest has occurred is ccemed to be a question of law: 


° - * * 
¥ “ i le + 


AND PROVIDED further that upon a determisation by a trial court 


aisez pee gs on the mesits that there has been a dreach of 2a 


. 
« 
. : 
bs 7 


essenzial provision of this Agreemeat such as would warrant the 


. - wee 
. e 


suspensica or revocation of the tax exermption granted to the CORE 


f . 
° : 
eo 


and thereaiter until all possible appeals from the determination of 
said trial court have been exhausted, the CORE shall set aside in 


* : * . 
ed ‘ is * +4 ‘ « . 


@scrow an amount equal to the taxes which would, during the course 


E 983 


MwmsSaweaica is the absence 


Ci che tax exemsties. 


Cm em moe mse 


e- - 
wawwW a2owe &. o 


2 


mp-ignse with shis Agreemect if Phillins is unabie to meezen 


odiigaxon of this Agreement because of unforeseeable causes beyond 


. 


st Centzol, including, but not imited to, acts of G--* or of the pubdiic 


etemy, >estsictiozs imposed by any goveramest or governmental 


ageacy, fires, Aosds, epidemics, quarantine restrictions, strikes, 


. 


lockcuts, inability to secure labor, freight emba>goes, uncsually 


Severe weather cozdizions or gelays of a contractor cue to the above: 


* 


PROVIDED surthes that Phillips shall not be held to be in breach of 


o> noncompliasce with this Agreement if the controls on imports into 


ful 


the United States asd Puerto Rico of crude oil, unfinished oils oe 


. at * 


‘ 
rer 
ae 


* 


z * aero : ee. of a, a) >. 2 = 
PTSSSSssS |ttasusces 37 Sresicensia: Sr: 


= 
+ "2 «* ‘ [5 moron YZ. * 
sée¢d, 2re asciishsé: ; Paw owe Sather 


ny 


sise grastee Seiti: S imeror: 50,000 barreis ser cay of unZia- 


, =. 


tea (Lc l-yea> pesied (except as a sesult of sanctions invoked upoa_ 


we = 
=. . + 


establisi:ment of a breach by the CORE of az essential provision of 


eo 8 


* 


the SDA, PRIDCO-CORE Agreement as set forth in Section 9 thereof, ' 


GF Upom estedlishment of a breach by Phillips of an essential provision 


of this igresmect as set forth in Section 7, Stpr2), Phillips shall 


- 


not be =2:2 to be in breach of or noncompliance with any provisionof ~- 


. . - 


. : » 
. 1 age ia 


this Agreemest thezaby vencered impossiole of performance or 


rt ” 
° 


- me i : « 


econro=ic2lly unteasible; nor shall Phillips be held to be in breach of 


o> noacsmpliance with any provision of this Agreement thereby rendered 


. 


or economically usfeasible if at any 


. 
- -” a, * te 


isnpossisie of pesfosmaace 


° ae 
. 


E. 365 


sec:: Se 


s Consistent wit isements of the 


Rican petrochemical SSSustry, 28 mentioned in the pex cmaamniii 


a 
a 
* - 
"me + 


_ * 


paregraph of the lesser of 2: ne Secretary of the sinned of May ai, 


. - 
« 


2965, attached as Appendix to this Agreement; nor shall Phillips 


be held to be in enn of or noncompliance with any provision of this 


Pigs * 2 * ry . ‘ eos ° . 


Agzveement if the petrochemical complex is rendered no longer eco- 


° 


nosnically feasible by reasozn of any other action of the United States 


Government o> by the Governmen: of the Cornmmonwealth of Puerto 


° r . 


Rico except such action by the Commonwealth permitted under the 


. se . 
° es , a 
6 is 
° . ba ° 


EDA, PRIDGO-CORE Agreement or under this Agreernent in the event 


of breach. 


: 3: ran ; : : * 
SSerme]en:s anc S2S255 S2iser Yeers 226m tae 


Gate of stz2 asien ci the core Chemical facility oro 


* 


siom granted to the CORE under the Puerto : 


ee. 


ncustrial Incentive Act of 1963, as amended, terminates, which- 


ever date is lates, seither Phillips nor PRIDCO shall sell its shares 


of stock in the CORE except upon the consent of the other shareholder, . 


“ 
Notice of any prososed sale of shares of stock in the CORE by either 


Phillips or PRIOCO, whether such sale is to be made within the period 


of time set forth above o> thereaiter, shall be given to the other share- 


‘ ei ° 
. * # 
e ae 


holdes at least ninety (90) days before such sale is proposed to take 


place. No sale of shares of stock in the CORE sha 


ll be made by either 


_ ‘Phillips or PRIDCO at any time if the ‘effect of such sale would be to 


whethes 


stiment resul: from termination of the allocaztion, 


2s may tetuee 


SECTION 10. TERM OF AGREEMENT 
: A 


* 


10.1 This Agreemen mt shall take effect as of the sees 


hereof — remais is fect until the date which is fourteen (14) years 


SuSsequent to che date on which the Cones =wealth tax exemption granted 


ane 


* 


to the CORE tzkes effect or uxtil the date whes Phillips obligation under 
Section 2, 2 of thi ssis Agreement is discharged, whichever date is later. 


. 


Usless otherwise agreed to by the pasties to this Agrcement, this 


es 


* 
° 


Agreement sha! terminate at the end of the period set forth in the 


* * . 


* . 


e eo - 
e 


precediag sentence: PROVIDED, however, that the provisions of 


e 
. 


sect sc lezg a3 


ee SOVERNING A 


3 
° 


q 2 
a 


This Agreement will nierpretec and enforced 


x 
oe 


= 


PUFSUERe TO the laws of the Commonwealth cf Puerto Rico. 


Done at Say Sone! » Puerto Rico, in’’ 


ssiplicate, each of which fs an original and all of which are identical, 


’ 


on che yyth his of \y1 Are. h » 1966, 


2 
. 


Phillips Petroleum Company 


core meng | Liagpe 
_ President 


P-31, Letter, Irizarry to Coan, August 14, 1961 
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Ciac te 39-1240 
COMMONWEALTH or PUERTO aicoS 


‘ECONOMIC DEVELOPMENT ADMINISTRATION 
CONTINENTAL OPERATIONS BRANCH 
eee e rth avVGEnuéd wg w YORK 16. we Y. 


Angust 14, 1961 


qo 7,196 3 
a. age 
Mr. J. P. Coan oz “~ caus 
Omega Management Inc. 
230 Park Avenue 
New York 17, New York 


Dear Mr. Coan: 


Thank you for your recent visit to our office. It was indeed 
a pleasure to have met with you again to discuss the proposed 
oil refinery project for Puerto Rico. 


I met with Mr. Diaz-Hernandez and with our economists and 
we concluded that it is not possible tor us at this time to pro~- 
vide you with the information requested regarding possible re- 
finery products to be produced in Puerto Rico with their res- 
-pective volumes. é 


The justification for the establishment of a third oil refinery in 
Puerto Rico, will be based, solely on the following criteria: 


1} The refinery should be established for the development 
and growth of the social and economic conditions of 
the Commonwealth of Puerto Rico. 


2) It should be a fully integrated proect with the maximum 
possible flexibility, so as to serve all the future needs 
in the yrowth and development of the petro-chemical 
industry in Puerto Rico. 


ae ? 

ntl 
frat i r tS ete cow bueretl oe 
: ee ee ee 


a; 


OMMONWEALT OF PUEATO RICO 
ECONOMIC OEVELOPMENT ADMINISTRATION 


Mr. J. P. Coan August 14, 1961 


We trust that the aforementioned is to your satisfaction, and 
shall await the preparation of the prospectus for further ne- 
gotiations. 


Very truly yours, 
ECONOMIC DEVELOPMENT ADMINISTRATION . 
Ivan E. Irizarry 
Assistant "astern Regional Manager 


P-49, Memoranduin, Tate to Fischbeck, June 1962 


INTER-OFFICE CORRESPONDENCE / SUBJECT: 


BAITTLUGVILLE, OKLAHOMA 


oY 
‘Br. Dale Sai rl 4 : 


Phillips PetrZieum Co., 
80 Broadway 


Dear Dale: 


So that you will be fully advised with regard to the 
discussion with Bruce Brown, you will mote attached letters 
_which | think will pretty well tell the s ory. 


ee In checking with Bill Hewitt yesterday, | find that 

. the Executive Cemmittee concurred with t’-e Operating Committee's 

" recommendation, which was to advise itr. Brown that we have no 
Interest in pursuing the motter further at this time. Bill 
Hewitt has already written Air. Brown so advising him. 


With regard to the other action taken by the Execu-. 
tive Committee, that is, assigning the responsibility of 
~. Puerto Rico to the International Departm:nt; this action was, 
of course, a result of discussing this metter and the reason 
for the action was to assign responsibility which had not been 
clear before. in other words, up until now, it had never been 
decided as to whether or not Puerto Rico would be eer veree 
' domestic or international. 


. *- | When-you have finished with the attached Cirwaennes., 
please return if for our file. 


Yours very truly, 


C.Clar 


c.. C. Tate. 


: P-63, Outline for a petrochemical industry, November 1962 ‘ 
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Ne eerrares » 


PUERTO RICO OIL & PETRO CHEMICAL COMPANY 


OUTLINE FOR A PETRO CHEMICAL INDUSTRY IN PUERTO 
RICO BASED CN DAILY REQUIREMENTS CF 60,000 BARRELS 
OF CRUDE OIL, OF WHICH 30% WILL BE REQUIRED FOR 


PETRO CHEMICALS AND 70% FOR REFINERY PRODUCTS . 


N.M. Shippee 
November, 1962 


PUERTO RICO OIL & PETRO CHEMICAL COMPANY 


The economy of Puerto Rico will benefit by the establishment of a company 


whose express purpose is the development of a petro chemical industry. 


The Puerto Rico Oil and Petro Chemical Company (which we shall call 


PROPCO) has been established for this purpose. 


PROPCO proposes to construct a plant to provide chemical feed stocks to 
chemical companies for the production of petro chemicals. It plans to con- 
tinue efforts to establish new petro chemical companies and to provide the 


required feed stocks for them - 


The most available source of suitable raw material for this plant is crude oil 
from Venezuela. The PROPCO plant will be a basic oil refinery designed 
to produce an initial petro chemical feed stock and to separate other petroleum 


products in marketable form. 


The initial petro chemical feed stock will be a high wax cut which will be 


approximately 30% grass of the refinery output. 


In the attached chart is a schematic of the materials fluw fur the 


PROPCO plant. Based upon 60,000 barress of crude oi! pes day input, 


we expect 20,000 barrels of 30% wax cut for petro chemiculs. 


MARKETING PLAN 
To implement the PROPCO program, the following steps «re planned: 
l= A back-to-back contract with a lerge oil company to 

provide 60,000 barrels of crude oil (heavy wim content) 
and to market 90% of this total in refinery jr«lucts. 
A contract with a petro chemical company ! market 
10% of the total output in wax. 
Application for allocation of crude oil . 


Construction contracts and schedule for comjl-tion. 


Candidate Oil Companies 


Atlantic 


eee st ACO 
SY2VPIM| = ana Sod} 
- : 3 


FTG 


409 =% co] <———_____ 


4 
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P- 67, Letter, Shippee to Anderson, November 9, 1962 


Seeadieiciaiesetiaddona ae ipadtapnabeilibpatpadeneadnteoebamdeniedeeniiaclaeanaaspraeednageieanenmaettaberleaanrtanadhedened tect iedaaneriettemadcasenetiotastietie mete ee eee ee 
Bn ae a ets RR NAAR SP AF AERA IR RRP SEERA REN 


Novemser 9, 


M2. Rotact 3. Andaison 
Suite 27 940] 

Casa Rockefeller Plaza 
New York, New York: 


Rico Gi! & Patrechertical Co. 


Jaeze igs four s teas to‘complete the project for presentation to tae cil ale 
locction beers in Wesnington for the subject comaony. Cf these, three aa in” 
head, end one which may be the keystone requires attention. 


This one iss= 


Beek=to-buck contract with a mejor oil (or several) comasny(ies) 
; for — wita heavy vrox. to market 90% in refinery prooucis. 


The puspese of today’ 's meating is to resolve this final step; nemely, to icentify 
cad epprocch the candidate oil company (or companies). 


Present wiil bes~ 


E. Me Wor'surg Co. = tha aiima movaz in this pzojsct. 


_ Kuhn Loeb Co. = their fensetet permer. Se 


~ 


" Prudential Oi! Comeration < the sponsor compeny through - 
whom all the crgonization steps | end Ne errange= e. 
ments will ba made. 


For, this project, a Puerto Ricen consany will ce formed by Prudential ond these 
perticipating i in the origin of this new venture will shore. in the insiders stock. 


g ea Ret 


. ig . ~~ . bd ~ 
ids acacee 3. PETS {- | 


Neven'ser 9, 1952 


saa stops whieh ere civenged for in a proliminary fasnica taclucss 


I~ Potrsehamlcal customer for 1G% in haavy wox = provedly 
Monscato. mt 

2- Finencial progrom estimetad to rece $69,000 70, 
»< Werourg = © Kuna Lozb = ond others. 


3- Business orgenizction end direction = uncer Themes Young 
cronarating head, cad through Prudaniial. 


Tid 92 crem ts < ssing sponsored in Washington by Cscoar Cacamen, who will bo 
general counsel of the company 


. 
. ’ 
- 


| ‘Sincerely, 


"PRUDENTIAL OIL CORPORATION 


N. Me Shippee 
i Cheirmen . 


. 


de que 0 Mt ne OOS eS EES Om me 
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P- 69, Letter, Learned to Prudential, November 13, 1962 


PUPS OATROLCUM COMPANY 


BROT OM Behe, D6 trod hy 


November 13, 1962 


SVamEY .CAanEo 
PES: Om? 


Prudential Oi! Corporction 
21 West Putnam 
Greenwich, Connecticut 


Atta: Mr, N. M, Shippee, Chairman 


anion 


In connection with fhe Puerto Rico Oil and Petrochemical Company's 
petrochemical complex to be built in Puerto Rico, Phillips Perroleum Company 
is prepared to: 


1 © Furnish 30,005 ro 60,000 barrels per day of crude oil for charge wock; 


2 = Purchase the refined petroleum products not consumed in the petro- 
chemical operations; ‘ 


aq: 


' ¢ 
3 - Counsel with you and assist, if you wish, in the design and construction 
and operation of the proposed facilities. 


Whenever you desire, we shall be glad to have our representative work with 
you to negotiate and compiete contracts. : 


Very truly yours, 


P- 80,Memorandum of N. M. Shippee, December 28, 1962 


i 2 
PRUDENTIAL OIL CORPORATION 
DIVERSIFIED DRILLING INVESTMENTS 
21 West PUTNAM AVENUE GaFENWICK. CONNFCTICUT 


TEIEPHONE CODE 205 NORMANDY 1! o:n¢ 


MEMORANOUM 
12/23/62 
DIRECTORS 


-- Prudential Oil Corp. 
-- E, M. Warburg Co. 


SUBJECT: REPORT ON VISIT TO PUERTO RICO 
& 
PROPOSED ESTABLISHMENT OF PETROCHEMICAL REFINERY 


e 


The need for a chemical indusiry in Puerto Rico has been identified, and we 
have considered the establishment of a petrochemical refinery as a core plont 
to supply the raw materials for this industry. 


After preliminary meetings with representatives of the Commonwealth, we decided 
to investigate further, and arranged for a visit to Puerto Rico to:- 


~~ Select a site, 
-- Request Commonwealth support. 


Mr. Thomas Young, designated operating head of the project (Puerto Rico Oil 

and Petrochemical Corporation - PROPCO), and Mr. Nathan Shippee, designated 
‘Chairman of the project, made the visit, accompanied by Mr. Jack Coon, Presi- 
dent of Omega Management Consultants, advisors to the Commonwealth. 


Mr.. Young inspected the available sites, and gained ogreement for the site chosen. 
Mr. Shippee met with Mr. Durand and Mr. Diaz Hernandez, respectively Director 


and Executive Director of the Economic Development Administration for the 
Commonwealth. 


Poiicy statements were ootained on the foilewing soints:- 
Y 3 


-~ PROPCO would lease the site from the Commonwaaith, ond 
the Commonwealth would supply the crea development, in- 
cluding ail facilities, excepting those ured exclusively by 
PROPCO.. There is $50 million cvailable for land purchase, 
and $40 million available for cea development for this 
purpose . 


-- PROPCO would retain independent counsel to advise the 
Commonwealth regarding the technical feasibility of the pro- 
posed project. 


~~ The Commonwealth would sponsor the project after independent 
technical endorsement, and would grant PROPCO on exclu- 
sivity for the chemical industry in their charter of incorporation. 


-- The Commonwealth would grant PROPCO tax and other protec- 
tion to eniiance the profitability of the project. 


Based upon this investigarion and official support, an application for import 
quota for oil was prepared for submission to the Department of the Interior. 


Support of the project has been gained in several essential areas, inc!uding 
financial, technical, operating, and legal. Mr. R. B. Anderson hes actively 
engaged in loc&ting sources of supply, and of marketing. Mr. Oscar Chapman 
hes actively participated in legal matters. E. M. Worburg has led the fincncial 
interests. Mr. Thomas Young has been the prime mover in operating and tech- 
nical matters. Mr. Nathan Shippee has served cs Chairmen and catalyst. 


On December 27th, in New York, a meeting was held with Mr. Diaz Hernand+z. 
Executive Director of Economic Development Administration, to review the pro- 
ject and to select the independent consultant for the final phase. 


The A. D. Little Co. was selected, and it wos agreed that all meetings now 
would be joint meetings. The project would proceed as on a portnership basis 
and thet we would work hand-in-hand to complets it. 


With the full support of the Commonwealth, and assurance of on exciusive 
charter for a core plant to build o petrochemical industry in hana, we are now 
preparing the final draft of the Project Report to sutmit to the Doperiwrent ot 


the Interior. = Target date early Februcry ~ 7 


N. MM, Shipase, Crairion 
Prudential Oi! Corporction 
New ‘Yor, Naw York 


P- 81,Charter Paragraph No. 1, December 28, 1962 


" CHARTER PARAGRAPH NO. | 


The compeny is formed for the express purpose of developing a chemical and petro- 


chemical industry in Puerto Rico. It will design and build a refinery to produce 
sulfur, aromatic petrochemicals and petroleum products. This refinery will be the 
basis of and feed plant for the petrochemical industry as it grows. The refinery 

' will be designed so that petrochemical side streams can be withdrawn in the future. 
When these side streams i. needed, the company will install the necessary addi- 
tional facilities to purify them. The company will also promote additional chemical 


ond petrochemical projects related to the development of the petrochemical industry. 


12/28/62 


cae 
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P- 83,Letter, Shippee to Anderson, December 31, 1962 


December Sl, 1962 


Nee Robes 8. Anderson i = eustcaplnool jh 11 


fsilor Plaze 
Suits 2700 + a 
Naw Vora, New York 


gn © oe 


eens 68 oe 


¢ 
ViS!T CE MR. OUSANS, WASEINGICN, JANUARY 9/9/18 


wees 
Door Nite Anderson: 


ta New York with iv. Ciez, Cxecutive Clractor oF ths | 
Sevelcamente! Admiaisization, Continenta! Civision, Commorweolth © 
Rico, on Cocembes Q7rsg VR coviewed the work of the gest 2 months, oad egreed 
snot wo hes complsted Bose #f of the project for c core plant < the isacis oC 
eatrocnomica’ tadustry ta Puerto Rico. During this pesiod wo hove lavestigcice 
wing interests oad tasted the attitudes of the erties concemed, ond foune mutucl 
satcpasts witnis agreed imits. Policies have vech formed to icaatify thcse limits 
cad ta support of tho Commoawealta nos bean pledged to soe cporoval for our 
sequest of on oi! import cliocation *o stort tho core plont. 


9. 
viswee 


Wo now begin Pacco Mil. We hove egreud to retain A. D- Littl: Co. 70 oucerve 
cur prolect ond advise the Commonwealta oa its fgesibi lity techaice:ty. The 
2.D.A. is preparing 6 letter of suppor? fer Our project, and Vs. Curenc, Acm 
mainistzates of the © Dua. is coming fra Syorto Rico on Jc 

with Ne. Udall to plead the Pucrto Veen cose ragercins oi! impor. 

exque the? theit best interests Keve H6* boon recognized in the Ssasicont's ctor, 
ond will request verbo! assurencs from Mer. Udell the: Pucsto Rico will soecive 
special troatment as on ossentiat ceadition to she economic growth of the island. 


9 /, 


he. Rovast &. Ancemen 
Deceaizer 33, 1952 
on - 


Following this meeting, we sot} then co to the oi! import bocrd with our projec? 
for core pient o the basis of a chemical industzy in Puarto Rico. 


Me. Curend is now cleesing this procedure wits tha Governor cad the only ques@ 
ton, seems to ba waether sag Governor ainsolt will make the coll on Me. Ucoil, 


os seve himzol? for enother time if a eel! to the Stots Dajxertment is nee@eced . 


\Wo ere completing tho properation of the Prosentation Hook end shall have oil the 
papers rocy 0 sulmnit 3 soon s the visit of Me. Curaad in Washington is compisted. 


Will you please commen: or this plon of actica, condi coerdincte with Mr. Chcomon 
cay cdditional thoughts you have which may conitisuta to tha common goo! - 


FRUDENTIAL Oil CORPORATION 


NMS/pm ats,! Chcirmoa 
Gack: Policy Guice Lines 


ce: Nests. O. Crepmen 
: J. Coca 
6. Slinken 


P- 87 Memorandum of F.T. Page, January 18, 1963 


Fikes: PUES ICO CRUDS 


January 10, 1963 
FIP-63-63 


i PRUDENTIAL OIL corp, ¢ . 
Now Yori: Offics 


Kr, V. MN. Suires, President, Prudential Ci) Coro. 


** I telepho.icd Me. Shipee to tell hin I would be out of the 
‘country fo1 a few weeks and asked if anything we should be 
doing tc. _7sist in proposed Puerto Riesn project. He scid 
there had Scan soe delays: but he would be in touch with us 
next wesk ard matter will be handled by. Al Smith and Fred 
Jeckson, aaa, & 7 , 


3 


' FIPspb 2 Ry Pe Rege 


cos Poul J, Parker Coneproy enn EER 
Miller WW, (Conai~<. Ut te oe 007 a or 
F/M. Jackson” 
jac. Sed.th 
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P- 91,Letter, Jackson to Fischbeck, February 19, 1963 


a Ss Vv. Keanastine 
“ae Fi : i 


e 
a? 


ve" & 1005 
February 19, 1963 


. ° — 
Fucrto Rico Refinery APY) 


Find -Si 1-63 


. &. A. D. Fischbeck 
* New York ‘Office. 


ge 7° * roms Ss 


hee 2. Erm 
ales 
~~ 7 . komt: axtee * ; a Fes as viene Lonw. oft. tp * “f : ; 
dr. Tom Young of rrudential Gil Corporétion, 21 tiest tution. Creerwich, : 
Connecticut called this morning to invite you andre to a meeting on Wednesdty 
February 26, et 2.30 p.m. Tae meeting will be held in the office of Jzckz 
DS , Omega Banncenent inc., 230 rark avenue, New York. Besides Young and 
Combs, there will oe in attencance Pins &S nagrengeiets from HORSanto in Houston 
headed oy Dr. Norman Lewis. I th would 
attend the meeting. os 
S22.558 A. 
Crude selection ivfcers to be tie prime reéson for the mecting. Youngs sé&rs 
Dr. re NorsangLewis is looking for a crude that will provide 5,000 to 6,669 3/D =: rae rs 
G’of 660/9CG * middle distillate cut with at least 30% wax content, Youn, red “~*~” : 
earlicr asked us to locate such 2 crude. ‘Al Smith locatéd oné “in Brava anich - .. 
he thinks is avsilable end hes esced Hagle to forware specificétions enc o faethe. 
5 gallon sample here for trensnittal to Nonsinto. “Srecifications ere ~ Whee: 
:* attached. ‘Tne semple is on its way to New York. Borneo end Sumatra crudes’ 
“S may also qualify. Everything nes been handled. so sacratly on thie rmrofect. 
+. that we do not know tne reason for Lonsanto's interest in tris volune of 
x ‘- Wax. Possibly they intend to crack pareffins to tartns end hence into a 
“bio-degredable detergent. 


As I understand the deal, Fuerto Rican Develorment authority wants to 
develop 2 petrochemical complex in Fuerto Rico end needsa refinery to start 
ee Phillirs would have —— eer contract on crude and ella 


Tom Young’ “Listed two product schenes ‘(at ttached) besed on 60,CCO B/D * t rough yout 
- of ‘Flajuanas x mediun crude which were re by U.O. F. 


‘ ie .: tls d yew truly. sees. 
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81.1% 


Light Fuel 012°. * 32.0% | 60 ~ 60° Four Foint” 


“ LP.G, to Fuel Gas“. 


UO. SC 


Fucrto Nico Refinerv | 


Wiajuanas Eediuna | Crude 
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x 60, 009 5/> crude ck range 
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‘Gasoline bremiua ae” " Ee B/D 
_> Reguler oe at » 


. Benzene 
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“” Nephthelene 
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P- 95,Letter, Shippee to Anderson, March 8, 1963 


Merch 8, 1963 


Ms. Robert Be Anderson 
Sulte 2700: 
WRockefeller Plaza 


New York, New York ae (P- 
Res Puarto Rico Refinery 3. GASSAS Og 
Deer Bob: 


Gn tS, 


In a meeting Wednesday, | congrotulated Mr. Diaz-Hesnondsz on the ennounced 
new Ford picnt to employ 3000 on tha Islend, and he replied thet the completicn 
of this project would now permi? him to turn his cttention to the chomical industry 
project, of which tha "core plent" is the first stop.. 


Tem Young Is meating ogain today with Dela Fischbeck to get the morketing report 
outlined for a refinery starting ct 20% feecsteck, and projecting over 10 yecrs 
Incrocsas In this percentage os the chemical industry might be expected to grow. 


Oscar Chapmon hes errenged with Zrown Root to compicta an engineering study 
based on Phillips’ merketing projections. 


These two reports will then be submitted tn support of on import quota request== 
hopefully Ly April 1.. ' 


Meonwhils, the Commenvwealth !s requesting support from interior for the core 
plant concept. 


The project ssems to be coming to a point. . 
At some polat socn, we shall went you to devise tha plen for the distribution of 
_ equities, end the mothod of uncerwiiting. In my last convarzation with 
Mg. Chepman, he esked how this would ba cone, end | said that we hed ogreed 
to put this matter In your hend, to which ha concurred. 
eee el 


Worm regen's, 


N * P. Shippce 


Chairmen 


Y 
= 
F 
ee 
\ 
& 
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P- 97 Memorandum 
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4? | 7 
sans per 
Eo said 
‘you would recagnize it immediately as concermiing a refinery in Puerto nico 
in which Bob Anderson and Stanley Learned were interested, and which has 
been considered sasiael He would aporeciate your studying it and ii 
hin answers to these suabucens 


1: How much of the products from a 60,000 B/D refinery could be moved 
thee ee nel puis * sor 


to the armed forces from a Puerto Ricen location? 4~*erv ; 


Ob Bnew s- -/ jack ee 
2. Is it pecessary to have a crude oil import allocation covering t«. 


amount of crude required for military product usage? 


Mr. Fischbeck said he would be in touch with you, probably toxorrow. He 
will be involved in meetings most of tcday and tanorrow. (Thephone muxber 


he kad given us on which you could call him in case you came in before he 


brought the file by is 7935.) 
| “ 


P- 99,Letter, Fischbeck to Coan March 28, 1963 
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Mp. Mller V. Conn (: 
Kew York Office 


Deer Mer: 


. 2 - . 
Since March 7, 1962, S& D persons: rave atterted mcchinss 
for discussions on a potential refinory 


~ 


Nearly ali of the discussions have evelved cleus suppiyiag fece 
petrochemical urejects mythicaliy Locmed adjacent to the ; 
ll fascts relatirs to the genera). subject sre varur. 
thet tre proucte:s have no intention of tecomin: invol 
manwfacture, but «ish to act as fecdistesk mm: piter in cose 
infiuencea to locwte hearsy. aAlthoush there is no. recs: 


" patroshdsteal. rc fects of any citnificanss will actmly os le 
stagae 


the protosed riicaery, tho troncters vould like Thiliivs to dic 


3 
. age 


Co ey art 
Vv we 


projection ahei.z about 523 of $22 crude ug)ed as yetroshestical Icsdstocs 
ang around 204 of tho petroloun rrocneus eold a2: U.S.A. in shi 
‘an -2ccpuntin: in «sess of FO2 of tho crude voluss eon 38 tn te 
Surort ellocation aprlicaticn. According te scare. 

‘the Vashington renresentative, i>. Osen> Charnen, Sclic 

alloeztien son be obbcined if potroshecics! Tecdsi: amt axjowt. c:iscmcsts 
in exseas of 70.5 Yr volume cen be clieizcd. ‘ences haya heen 


mace to value of percent ses, 
Within the frasmork of Hr. Learned's Lette 
successfully, provided tie cruie am! preanct prices are reactor 
pronicen in this connection relstes to the price we VZng 
, the forn of crute or product discounts for €0,C6G carrale res day crude 
033. import pamit. Pie - 


avy consideration to establishing potrochasical production in Pucrte 
Rico by Plillivs would be a stey tevards ceneting with ourssives out of 
Kousicn. ‘ ° : . 


“és 
° e “- rf . 


Please diroct the course ef ection you wish us to ruosue. Cur files 
ere Sitached for your voview. Tho studies, prepared by UCP on bshall of 
the prosoters, are wholly unronlictic and ean be used only as extre=: 


e€xtsisle3s. | a 


P- 100,Letter, Shippee to Chapman, March 20, 1963 


ie PiF 
ee. | See LPL see 
Mr, Oscar Chapman . 
Chapman and Friedman G. WLG55 i 7 2 
425 ith Street, N. W. 
The Pennsylvanic Building 
Washington, D. C. Subject: Core Plont for Puerto Riso 


ESL LI IIE, a: zu 


Dear Mr. Chapraan: 


° 


X 


Mr. Young and I met in Fruillips office vith Dr. Tiscsubeck, Mr. Pass, 
ir. Smith of Pnillips, ani bir. Terraputen of Srewna and Roct on W ednea- 
day. 


After reviewing the project, Or. Fischtec o:tiined the marketing coacid- 


erations and proposed a typs of pliant to meet ins requirements. dlr. Terrae 


puten of Erown ani Root contirmed that this sian fer a core plant was exactiy 
as he had conceived it also. 


Dr. Fischbeecr then prepoied that Phillips taxe our project outline as a 

acide and bring it up to date with current price and engineering cost of the 

niant, ete. He proposed to rerun the presentation through their marketing 
ad engineering division and give back to us the fisished product ready for 


presentation to Weshingten. This would be pus ia your hands early in May. 


In addition, to the complete! report, there wil! be a quantity of marketing 
reports which explain the rrofect outiive execpiing the fiscal and enginser- 
ing details. 


Wie talked at length the objective of 2 maximm In chemical feed stocks, 
and they are projecting 2 tea year profile of feos steck utilization by a 
growing chemical incusiry. 


Ii questions arise, I sh= Ul coatact you. 


Sree 


N21iS:15 


eel Robert Rr. Anser Son *< 
Mr. Jesus Diaz-ilernande: 
bo Jack Coan 


ccs 


° 


E. BM. Warburg Cempany {Attentio 


If yo: have any thought, p 


Kind Fersonal Regards, 


N, M. Shigpce 
Chalirmaa of the Board 


ns hr. Done 
\ 


3d Elinken) . 
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PRUDENTIAL OIL CORPORATION 


DIVERSIFIED DRILLING INVESTMENTS 
- 21 Wesr PutNam AVENUE ‘GReEENwici, CONNECTICUT 


- TELEPHONE CODE 203 NORMANDY 1.9200 


SEW YORK CITY OFFICE April 3, 1963 
270 7 


OOM 
DNE ROCKEFELLER PLAZA . 
FODE 212 JUdson 2-3123 


Dr. Dale Fischbeck ' 
Phillips Petroleum Company 
80 Broadway 
‘New York, New York 


Dear Dale: 


We should like to excress again our appreciation for your interest in ad- 
vancing the project ior a core plant for Puerto Rico. Your suggestion to 
rework the project based on today's economics his givena great cohesive- 
ness to the undertaking. 


I wrote to Mr. Chapman immediately following our conference and gave 
copies to Mr. Anderson, Mr. Diaz-Herna.:*¢z and our financial advisors 
in which I stated tha: Phillips had begun rewori.it.z our project with up to 
date figures, and should have the finished product ready in May. I stated 
that the primary object of the recommended plant was to provide a maxi- 

».. Mum in chemical feed stock for a growing chemical industry over a period 
of years. Attached is a copy of the letter. 


Please contact me or Tom Young if questions arise. 


. Sincerely, 


Nek 


NMS:1b iN. M. Shippee 


enc, . 


P-102,Letter, Parker to Coan, April 9, 1963 


mamoawealth Reiinery ~ 
Pezrochemical Puerto Rico Possibilities 


New, Pact sean Rico “Resinery Pxoject 


RAESPONDENCE / SUBIECT: CO 
OnRLAMOMA — 


"  wrer-oFFice CO 
GAMTLESVILLE. 


April 9, 1963 


ra W. Conn” 


pi ors ‘Office 


Dear Miller 


Aw 


Kecler and Hewitt recently, 1 


Follewiig conversations with Messrs. 
atter further. The excfore, this 


believe tha: there is no need to push this ™ 
file can be closed, as suggested by Mr. Elliott in his letter o* Marcn yan 
Ly 


x. Keeler has informed the’ promoters ora 


-I do understand that) 
have obtained 3 quota allowance, We we 


_ _ Puerto Rico retin that when they 
willbe interested in stat to them. 


In the meantime, I believe there is nothing further to be done on the 
new Puerto Riso refinery project. gs 

; r) e 
I mentioned this casually to Mz. Page whea he was in my office last Tudendace 


week, - 
(ver) yours, 


: os As 
Paul J. Parker 


PyP:im 
cc; Messrs. Stanley aia 
W. W. Keeler 


Ww. C. Hewitt 


mo 
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. Ye have bean acyised by Mr 
nosice on any future : 
Hr, Nate Shinpse, Tom Young, etc. % 
_then to Yr. Oscar Chapoan who has : 
entire matter with our Hr. WY 
accel For your orivate information, i. Keeler has 
-"*" Chaneen that when Pridential reccives 4 quota for 
pronesad petrochemical project in Puerto Rico wa will 
then be prepared to discuss a supply of cruce oil, taxing | 
the products; etc. ‘ 


oe 


is FIP/ww ‘ 


-ecs Yr, Hiller ¥. Conn (=) B. E. BLLLots 
»  &Ke aD -Pischveck (r) G. M. Breonor 
— ’¢ ' 7 
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| E 1016 
Law orrices | P jos 


CHAPMAN AND FRIEDMAN 


PENNSYLVANIA BUILDING DENVER ASSOCIATES: 
si . GORSUCH, KIRGIS 
Steen een WASHINGTON 4, D. C. . . 
PEALHYIN &. PRICOMAN caer CAMP@ELL, WALKER ANO GROVER 
" EXECUTIVE 3-3294 EQUITABLE BUILDING 


MICWARG J. ANEA 
ORVUGE KCL 
PAUL &. LEME 


DENVER 2, COLORASO 


April 11, 1963 


Mr. N. M, Shippee, : # 
Chairman of the Board, Bs 
Prudent'al Oil Corporation, : 

21 West Putnam Avenue, 

Greenwich, Connecticut. . 


Dear Mr. Shippee: 


4 Your letter to Mr. Chapman dated March 29, 
ee 1763 arrived just a day or two before Mr. Chapman was con- 
fiacd to his home by illness. 


In talking to him by phone today he asked 
me to write you to tell you he was very pleased by your 
report. 


He has had further reports from Brown & Root 
and they, too, are pleased with the progress being made. 


- He asked me to tell you that he is looking 
if forward to receiving the complete package of your market 
} study as soon as it is ready. 
“ Very truly yours, 


Me Yt, oF : i fio ke 
> ‘ elen E. Cunningham, 


Secretary to Mr. Chapman. 


oe x 20 tea we 


, Loos jo - 6.7 a 


P- 106,Letter, Shippee to Fischbeck, April 22, 1963 


Sule of final steps +2 


5 gern 
; ed adernl 


" Nassetp , an Nataaa ad. Sieicpee 


enc. Chi ecu A 


a“ 


pe 


Pa 
t 


2/98- E 1018 
iia ee 


Anaoweih at Lol “ FTP ake 


mine 


j 
i 
a 
¢ 


P- 107,Letter, Fischbeck to Shippee, April 29, 1963 
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P- 112 Letter, Shippee to Chapman, May 29, 1963 
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May 29, 1963 


Mr. Oscar Chapman 
4975 Hillbrock Lance, N. W. 
Washington 16, D. C. 


Dear Mr. Chapman: 
Under separate cover we are sending you two packages con- 
taining the project for the Petrochemical Plant in Puerto Rico. 
One package contains a blue cover presentation which is the 
original documcit. The second parcol contains two brown 
cover presentations which are duplicates of the original. 
Please call me on any questions 1 el \tisg to the material. 
Sincerely, 


PRUDENTIAL OIL CORPORATION 


N. M. : Shippee 
Chairman of the Board 


Saas . ee : 
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P- 118 Letter, Shippee to Anderson, June 13, 1963 
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“Mr, Robert B. Anderson i 
: q Rockcfeller Plaza : 
“<= New Yori, New York — 


Dear Bob: 


ta a separate mail I sent you a copy of our letter to Oscar Chapman, 
and subscquently diccussed with him a meeting in New York any time 
 apsibiere to you. He suggested June efth or 20th since he willbe 
. {n.New York for luncheon on Friday, June 28th, and would mect later 
in that day or stay over nignt if it were more lsigioiuacl for you. 


Ho would like to covor we following points: 


cet d without a M, Warburg Company, Inc. 
«to ‘{mplemont the “presontation with additional marketing in- 
"formation which may si ee on pati through your 
good officcs. rr as 


_ Provisions for allocation of aneres for tha insiders. 


- I should like to eee this with you next week end if is fits your -achedule, : 
—— it — Mr. ce swaags i shall call you shortly. 


“a had 


Kind Personal Rerards, tei he a ane 


<i 


con - Nathan M, Shipp2?. by 
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INTER-OFFICE CORRESPONDENCE / sugsecT; TELEPHONE CONVERSATION WITH 
New York Office BAR. OSCAR CHAPI\AN 


‘ 


September 27, 1963 
AWC-~390-63 


 WemOR ANDUN 


The matter of the Puerto Rican refinery — petrochemical! complex, 
particularly with respect to Its status, was reviewed by telephone 
with fiir. Chapman this afternoon. This teleriione conversation is 
summarized as follows: 


§. 1 edvised /ir. Chesman that we had develored and discussed with 
. top management a refinery — petrochemical comp | ex with an estimated 
‘fovestment of the order of $2CO-million, approx! aately $100 million 
Investment in Puerto Rico atone with the remainder about equally 
: alvtded befween the sont tneete oF Africa.ana Europe. 


; 2. In our tong discussion with panicueeie this morning,* they re- 
quested we refine some of our figures and develop one additional 
' - calculation vhich | would be in position to discuss with a 
Washington the week of October 1i4th. 


3. LE wit! visit wits him In Wiieiecren ins week of October I4th In 
any event—meaning whether or not our revised report is ready at that 
time. 


4. hr. Chesman stated that the owes rute* about which he spoke to 
ir. Keeler, was a proposal whereby those importers engaged in petro. 
chemical undertakings, and, |! believe he included also exports, would 
.be given preferential treatment in the case of import quotas. This, 
of course, does not Influence or change the premises of any calcula 
tions but sich | is a plus in favor of the arserers 


~ - -2¢ 
Fuss. >. 
=f 72° w: vom 


MEJAORANOUA 
September 27, 1963 
MNC-390-63 

Page Two 


! reasoned with Mr. Chapman that Air. Keeler had expected our 
International Department —- Kanagement meeting to be concluded 
Thursday afternoon, which would permit either Mr. Hewitt or 

-Br. Parker to make a hurried trip to Washington and visit with 

‘him this morning. Inasmuch as we had not been able to conclude 
that meeting and due to other commitments of Itessrs. Hewitt and 
Parker, they were unable to get down there tu see him. 

Mr. Chapman thoroughly understood this situation and with the In- 

_ formation given him in this telephone conversation, he stated that 

- he was completety satisfied with the progran. This was particularly 
true when | told him that we had spent about one hour on this par- 
_fleuler discussion alone, which is a measure of management interest 
fin this vast International project. 


‘While 1 told him that | understood from Mr. Keeler that we had a 
‘tittle more tine In view of the fact that the so-called "summit 

- meeting" tn Weshington would not fake place until December, never= 
theless, i vas not taking advantage of this fact but instead wes 
pushing rui! :.team ahead In the most expeditious fashion possible. 
Suffice It to say that Mr. Chapman was wol!l plcased enc is looking 
forward to seeing me curing fhe week of October !4th. 


v Rechts i), ce ris 


Miller We. Conn °~ 


AWC/ec 


: S 2 fs . —_—-- age 
Paul J. Parker (r) W. C. Henltt ee 
Re Es Elliott er 


R. AM. Wal dby 
Puerto Rico Folder 
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REPEREMCE Pes PROJECT CHAPMAN TELEPHONED JUST NOW AND I Gavz HIS 
THE SAME ABBREVIATED REVIsE OF THE PEA SA PROJECT As q GAVE 73 ¥Cu 
CHAPMAN STATED er) HE WOULD CONTACT BILL KEELER IN THE NEXT DAY 
OR 30 12 ‘ORDER TO WORK. OUT THE RELATICNSHI? SETYEZY TEELTR 

CHAPMAN ANDERSON ETC THE SAME AS YOU AND I DIscusszD T4123 
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P- 128, Telex, Conn to Parker, October 22, 19€3 
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P- 129 Memorandum, Conn to Parker, November 4, 1963 


Pa a 


% e * . “ea 
. : ae a 
Bins YorK Of fice } F 


~{o- 72 
Moverser 4, 1553 2 


CONF IDINT HAL 


Mr, Past Je Parker 
Internat tonal Coser tment 
TIZBA Frenk Pali los Bids. 
Bertlesville, Oxl choma 


Ceer Poul: 
Confirning my teleskone coaversation, ! subalt the following information 
regarding the course of Cealing whih Occer Chaznen In connaction with the 
PEA projoct. 


Just following my tact trip to Weshington it y25 Covices that we sere Ine 
volved In an Obligation to Pessibly c Andersen eng Cscer Chasman, &s 
Fegores Sed Andorsen | have always UNC2rsicod that the ralatloachtin betscon 
him and Palilizs ts one that ts wots Qstcolishod eng uncerstcod, Hovever, 
83 resercs Cscar Chapmsn, | kn or contcralated that the errencgemrnt was 
one to Ee negotiated, ne 3 

Bhen he tajected Jack Coza into the at CH the occasion of my lest trip 

to WeshIington } Clocted not to mentica the mstter to hin, eng particulerty 
SO, when} suspected that this wes a matter tht veuld b2 hendled on a 
Washington = Sertlesville level. Hevever, whan itr, Coan cxre to my of flea 
on Konday, Cetedser 2!ist, ! rsised the qu2sticn regarding fron thom he wes 
expecting rscuneration or cepensation for services rendsred In this cone 
Mectlon. Ho csooke Father freaty eng frankly In saying thst ho was looking 
to Csear Chesney solely for his compensation. Ho went on to say that 

Be. Chosman wonte : ©f counso! for Phillips 
cppaering beforo on behaif of thelr 
lirport Fequast. As capengation fer services rencered, hr. Choomen weatad 
®& share Parfticipstioa tn the Puerto Ricen venture, but no cacunt was 
Indicated, Br i 


Fr. Gocn sald that Oscer Ch 9 70 yesrs of asa ond vhilo he 
bed hed more then the averece success In his chosen professicn, he had 
ceu=ul ated stsstentiatly titte er mo estate. Cheomsa has a relativaly i 
young wife end a 15 year Of¢ son end wants to leave this porticipation in 
the contesplated Pu2rto Rican ventura In en eststo for his Foally. Tho 


: pees 


ve Post J. Parkor 

Sertlesvillo, Calehonaa yi 
Kovumber 4, 1565 sin F 

Pas2 ho, i E 1.02 9 


Injectton of Jock Cosn, who operates a business under tho nom? of Craga 
Aenagemont Corporaticn, Into the picture weuld Indicato that Cheomen Is 
‘certainly teextng for sema cash consideration. | tolleva that you and 
Basors. Learned end €seler sore more quallflod then ve to dotormina vrat 
such services 25 Chepicen would rondor for us ere worth to Phillips y 
Potrolesm Corpany. It scoms that ca equitedsla caproech to the situaticn 
vould te a cosh conmsiceraticn to edcquately covar thalr’ expenses plus 

a small proflt tesether with a shoro perticipaticn for Cheemsn which vouid 
Inure to him only es tha compeny becone profitable. 


° e 


Very truly yours, 


Rlifer We Conn 


P- 138,Letter, Shippee to Anderson, December 19, 1963 
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S. D. OF N. Y. 


eae 


December 19, 1963 


FP1-Mim——-@-24-78-8OM-4417 


Mr. Robert B. Anderson 

Suite 2700 

No. 1 Rockefeller Plaza 

New York, New York 

Dear Bob: 

Jack Coan visited Bartlesville, Oklahoma on Monday De- 

cember 16 and met with Mr. Learned regarding the Puerto 

Rico Petrochemical plant. 

Jack said that the project is coming along nicely. 

It may be timely for you to check its status with Mr. Chapman. 
Kind Personal Regaris, 


N. M. Shippee 


P- 147,Letter, Shippee to Chapman, May 14, 1964 
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P- 148,Letter, Shippee to Diaz-Hernandez 


aes fe a 


PRUDENTIAL OIL CORPORATIC 4 


_ 81 WEST PUTNAM AV- NUE GREENWICH, CONNECTICUT 


on. 


June 4, 1004 


ir, J. eee einen 
Executive Cirector 
Meonomic Sevetoorse rt Administration 
ooeaaig fealth of Puesto Hico 
3 Pith Avenue 
New Yor New Yook 


Ses Mr. Dias-fernandez: 


Since I had the pleasure of last meoting with you, Thave had the e:meri- 
ence Of an unscheduled landing in an airplecs ibe ereshed at Rochester 
lest surmmer), ard I was out of circulation for senie time. Uowever, tha 
peagect for a chemical cere plant in Puerto Rico has pro.;cessed, and as 
Was announced recently in the newsepxpers 5: Puillips P etrolsum, tks 
marketing plan is completed, and the cpolication Jor an isassst passat 

is being pressed. 


as soon as it is cortrin that the icaport 5 pases will be made available, 
we will co:tinue our Solicitation of casmieal compatios to estadlics 
Plarts in Pucrto Iiico because of the advantazes of loc ating there, in 
additioa to the availability of cheraical feed stocks from the new cose 


plaxt, 


We will bring the interested narties to you as their interest 45 identified, 
and we los!: forward t to having a full cirete of "usinz" plants as 2 basis 
for a comprchsasive chemical dadusizy in Pussto Rico. 


Rind porzoaal regards, 


N, 2%. Shiass 


prm Chairman Saas 
be: Messrs, R. B. Andorsoa (BEST COPY AVAILABLE 


©. Chap:nan 


J. Corz J ¥ 
T. R. Young mes ife 5 


P- 151,Memorandum, Shippee to Anderson, July 8, 1964 P 
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P-158, Proposal for P.V.C. Plant 


PRUDENTIAL OIL CORPORATION 


21 WEST PUTNAM AVENUE GREENWICH, CONNECTICUT 


PROPCSAL FOR P.V.C, PLANT 


IN PUERTO RICO 


Prudential Oil Corporation proposes to build and cperate a F.V.C. 
Plant in Puerto fico, and offer this plant to Fhillips at tne end of a 
stated period. To acco:nplish this, Erydential secks a bacl.-to-c1c:: 
contract frora Fhillips for the purchase ef mono;ncr and the sale of 
processed matter. 


This preposal has mutual interest for either parties, as outlined 
below: 


General [Zoctalo-acal: 


This plant would qualify for the area develop~.ent aid, and 
tax exeription offers of the Commenvweelth. It would fulfil 
one of the stated aims of Vhillips Pctroleum to foster the 
erowth of the chen-ical industry in Puerto Nico. It would 
pre-establish a position in the Commonwverlth of Puerto fico. 


Sconomic/Financial: 


1. Phillips would own an option to buy 2 P.V.C. plant in Puerto 
Rico as a going concern, without capital outlay. 


Phillips woud obtain 2 customer for monon.er, and a source 
for P.V.C. under contractual terms which would assure price 
stability, quality control, and guaranteed supply. 


Thillips wozld efficctively own a new plant without the burdsa 
of manzzement sui ot.er prodlems of start-up. 


Thillins’ contracts would assure 2 finished cost which would 
be less than its own costs to manufacture in its own plant. 


ct Cor A 


E tO36 


Phillips would have the option to acquire the plant at stated year's 
intervals on a pre-arranged price formula. 


Phillips would have the election of taking depreciation of the 
plant upon acquisition, since depreciation would not be used dur- 
ing start-up due to tax exemption. 


Phillips would hold all of the foregoing advantages and options, 
but without the obligation of doing anything. 


Prudential would use Phillips patents and processes wherever 
applicable. 


Prudential will use its best efforts and present client cortacts to 
market part of the production in order to calarge the operation of 
the eaterprise, andto attract coasumer product raanuiacturers to 
Fuesxto “ico. 


These nine points are based on principles which, when established as 
sound, can be nezotiated in detail to lirpleme:t the proposal. 


P-159, Letter to Stuart L. Udull, January 6, 1965 
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damuary 6, 1965 


Honoradlo Stewart Le Uerll 
Secretiry i 
U.S. Department of tho 
Washington, D. C. 


coe wee 
eres eee Se EP 


e 
Interior 


Dear Hr. Soorctary: : é 


. 


Yenmt to advise von thet wo do nst now 
contezplate tho use of North african czydo in tho 
Puerto Rican petrechciteal complet. This occurred 
because of cur commlction of che iC0,CCO barrel refinery. 

_ project with ICT in Englane and cthe>r calics iaiea would 
utilise cus now proved preduction in Algeria and Libya. 


2 ees ca eee + 


. : . Therefore wo asw anticipate that the raw 
, material for the Puerto Rican potreche=tcal project will 
*. eome fron Caribsean sources. ghia 
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plOe 1042 


, Jonuary 11, 1955 


INTER-OFFICZ CONRESPONDENCE / SUSJECT: 

QAMTLESOVIELE, ORLANMOMA : 4 

; ; * , § . 4 2 N78! Soret ay 

; \ wes ' eee TGiotle items 

“ie , ¢, eee 
N13 1995 


Ss ag " 


MEMORANDUM | | | 
eee 
COUNTRY. 


Stanley Leerned 


ity (irterrstioral) 


2. y Welt, y - Naw York . 
ma 
HES cccompeniod by a Néthea 
Y es cad Dis 
2, New Yoru Coy. Ton 
AG 
‘ 


co ti a 
Py udent! re) . io: 


. oe 
Proden ttol Ovilliag F fFUGGS GAG C6 $n 
lon ao fairl aa 
“ec origi GAS 


dpe: ] attoch ¢ 
in Puerto R al wnt 


¢ "Tne ye des i i 
momo oa copy of : Pion 
é, ciseussion | ecleiad to 


ed to me by Mr. i. AE 
‘ : ‘ Be. arcing cecal, 


¢ Was Ovesenting in : ‘ 
rest inthe potent ae cs cut. 
1 


to davalop ia item nine of his prope 


hica WiC ¢ 


£8 in mat 
tenet gy 


’ 
sara thot we wou 
i market, whi 


cee 


oud 
we would cuss the m : 
* 


ae Ms. Shi ippee thot he could costect you in New York on x this 
3% esly be in touch with you esou! resrusty Ist. 


t he wouid cor 
‘Se 7 


—_—— Ww = 
PS] 
Astochmasts 


c- WwW. Kecler 


W.C Hewitt 


’ 
Aiitscasent 


P- 169,Letter, Shippee to Learned, February 18, 1965 


UDENTIAL OIL CORPORATION 
Diversified Drilling Investments 


Rin, Stanley Lezrnes, Prosicom 
Tilliins Petroleum Co. 
Dasiticsville, Olaa=nsoma 


fe. 
Mate! 24 > 


pee wane! 
wd 000 ao Sow Tow be 


“amen 


"ata at * 
CLS eh Se Way 
- 


P nw . 
Payee oy to Cus" of. 
-,-* « oar: ? a4 


e* foe Neos wid 
oe ve Vv. Cc. 


“a 


earenthn 
wewiy@ 


we www ees & 


ie Ne 


er 


O24, om ‘ 
wetee ve 


act« 
& so8 


o. 
ed 


bah, brand 
aun de 


soiza~te S30 
~~ 
ee 


<f *. 4% - » 
Wostd you ploass Csslsan 


tiif{s nstential mew market. 


wo 7e ‘yt 
* 


Rave sass 


™a 
aval 


We wits Bir. Wo 
Lucire 
sot the Puecta 


ree Pee 
tote in adciticn to 


rian re 

eens @ okwwwe wd 
PMReana*awza o's 
@ bewwwowawyg wie 
a, ~~ = ; 


of nat 
viow 2 y 


Z lest: forward to hearing 
the P.V.C, bs 


wens nh fave 
wetewe cvs 6 Owe Goo 


Me, KR. Walcoy 
Phillins Petvolcum Co, 
80 Broadwry 

Now Yors, N.Y. 


ct yi} sem eteas? 


6 ee PO Oe ee Om He 


ed cn wit tt 


ab svoa » 9 ahntadlhoeey weem 7D 
come wd Ving baswem oom a's © @ 


P 169 
E 1043 


oe Surre 1820 
**Onez ROCKEFELLER PLAZA 
New York 20, N.Y. 

JU 2-3123 


Pebruazy 1f, 1965 


: ’ * 
aS ket ool a i ie on 
ata pe ers © 
ya eoyasg weerieg CO AT 124 
Fe Ast metas. cvened a's as emsaw-é 
. 7 ..% CY 
Meie—ye a SA ' “oC 
we od wet oon woe OP de Ci.i0SCu6e 


Sond ® | 


%, . PP wma em 
Wo ese vey sacuid GiSleae 


aes 


vote mn Pegued Pin 
wot i awente met 


7 4 
edestcsk 7 


Lege gett ee 
Oe Ne wet te we fe eee 


Fin tgee wmenh Srmystqes" 
samee wot we rerew , 


V.C. 


ase 


yp gs & al ow 


-) ne Ses a ee Sits te er 
Unccy GsSOUSSiGsd Wises cede x Sicwtye 


m4 eart.e! aoe 
i ee 
- bod 


. @ ‘ 4 
sare irteresied is 


eemeeee 


iv ee 


s 
Tyee A, 
ts “> 
tei Gite! 
Gate joy we 


P- 170,Letter, Shippee to Waldby, May 17, 1965 


PRUDENTIAL OIL CORPORATION 


ONE ROCKEFELLER PLAZA NEW YORK, N. Y. 10020 


May 17, 1965 


Mrs Ha Wailddy 
Phillips Petroleuza Co. 
80 Brocdway 

Now York, W.T. 


Dear Noy: 


Thip chort note to say conmratulations on the 
public announcement of the project in Pucrta Rico. 


I can only imagine the long hours that you have 
apent over the past several:weeks to reach this 
point. 


Ac soon as your cehedule permits, I look forward 
-to the opportunity cf sceing you again. 


Kind regards, 


_N. Me. Shippee 
Chatrraan 


Mr. Wm. H. Wright 


Mr. dg. Coan 


a ee casera 
Mr. T. Re Young ‘OES COPY AVAAABLE 
(Deol & i 
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June 24, 1965 


Mr. Roy Waldby 

Manufacturing Division 
Phillips Petroleum Co. 
Bartlesville, Oklahoma 


Dear Roy: 


This short note to congratulate you upon the press announcement 
of last week. 


I talked with Gordon, and he said that you were between New Jersey 
and Bartlesville before moving to Puerto Rico. 


I should like to talk with you next week, and look forward to seeing 
you in Puerte Rico later this summer to examine our interest there. 


Kind personal regards, 


M. Shippee 
Chairman 


prm 


‘ec: Messrs. T. R. Young 
E. J. Willey 


P- 177,Letter, Shippee to Waldby, July 7, 1965 
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P- 187,Memorandum, Johnstone to Head, February 9, 1966 
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P- 189,Memorandum, Shippee to Johnstone, February 16, 1966 


PRUDENTIAL OIL CORPORATION pla 


LONE ROCKEFELLER PLAZA new yors, N. Y- 10020 


~ 


~ pepruary 18, 1999 


ARITEMETIC OF SATELLITE PLANT ~~ 
- PYERTO RICO \ 


DIRECTOR 
CALS DIVISION 


} . y “ 
As consideration for the origination of the finally accerted 
concent ci tuc core plant in Puerto Rico, Prudential oll 
Corporacisn éecires £0 izaplement the offer 06 Patttips 
Potroicum Co. tn theirs Lites of Novembe> 43, 1952. Tue 
geal is to operate & sctollize plant until its ac? is retired 
ang tnen sel & ior Capital Cain. Ungar the fell wing mcthed 
_ we believ2 tht we e2aa eccomplish our goal witkott cost to 
Prilliips. ‘ 


METHOD: 


A satelite cnemicsi plast costing $6, 008, 900 more or tess 
‘sei be built gnerein we vould expect to obtain 106% financing 
f-om bamerg gourc2s. PHillips may OF HY not enfincer t=e 
plant, ot theism chsicc. 


tthe Tow motocials ars tcoleus (exception would be 2 

ehicrise pian) & “stained from PRILIDS % is e=- 

pected ence Poilips part of the procsct, end we wil 
3 purchases O3> plest, 27 


we AHF” ah &’ay aocactt 4 : @ 
ato id - . é 


a 
hot 

° , Iw 

tewe woo woo of 22 


now marsacts developed by U3- 


, &L 
oe a 


° 


‘7? Fm is my ® 
whe ts Pode bagi inl < | 


\ Pan) 
<7 mM “ Ss 


Under the "nlecr-back-ol-nrofits” requirement cf Prilins te 
the Commomveaita, lf Philliss wiske ehsse o> satellite 
earlier, we would sell the pion’ is> cz: Cot 2¢ that time, 
provided they assumed the uzssiz ¢25t. ) 


This method could accomplish orr goal wither? cost to Phillios. 
tt aiso fits Phillins' gosls o7: 
A 

2) Establishiag a satelite sisxt; 

d) Sctting un a proverty which they can use Ia the 
"plow-sack" of profits wich they are cbligated to do; 
Projecting their cvnersip in a vital area; ce 
Acquiting the marketing results of cur operation, 
when they purchase the nicxt. se 


The nature of the sroject fs such that the product choice must 
be made joint with Phillips, cs an integral part of their over-all 
plonring. 8 


=A’ 


N. MM, SSIPPEE, CHAIRMAN — 
PRUDENTIAL OIL CORP. _ 


pom 


ce: Messrs. R. 3. Anderso 
‘ Ee de Witie7 “” 


P- 200,Letter, Zeman to Shippee, June 9, 1966 
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PHILLIPS PETROLEUM COMPANY 


SAMTLESVILLE, OKLAHOMA 


June 9, 196 


we, J. ZEMAN 
MEE PREHMOEMT ane 
Canara. COUNSEL 


Prudential O11 Corporation 
One Rockefeller Plaza 
Hew York, New York 10020 


Attention: Mr. N. M. Shippee 
Dear Sir: 


Since the conference in Mr. Robert 3B. Anderson's 
office on May 5, 1966, at which you, Me. Anderson, Hr. Learned 
and i were present, we have had en opportunity to review not 
only the documents subi sted to us rou at the conference 
and by Mr. Willey in your office & suiately following the 
conference, but also the docwnents in our various files wnich 
might even re to. the subject of the conference. 
Additionally, @ more extensive review of the subject with eny 
of our representatives who had eny econtect with the project 
insofar as Phillips Petroleum Company is concerned has been 
concluded. : 


All this leads us even more rorceiuiiy to she 
conclusion expressed in the conference, 1-€-, that Fnillips 
- Petroleum Company has no obligations, expressed or {mplied, 
to either Prudential Ol4 Corporation or to you personally. 


Consequently, any further conferences or negotiations relating 
to your clain would be of no avail. 


Very truly yours, 


WIZ:ch 
ec: Mr. Robert B. Anderson 3 Yl, (K as VAL 
Mr. Stanley Learned , Vda : 
| J x) 
FY 
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COOERTO-RICCOU-&_ PETROCHEMICAL COMPANY 


REQUEST FOR OIL IMPORT ALLOCATION 


ee ee 


Aan few GR. - hasta eed 


THE PRUDENTIAL BULLETIN: '°°° 


DIVERSIFIED DRILLING INVESTMENTS 


PRUDENTIAL OIL CORPORATION © 21 West Putnam Ave., Greenwich, Conn. 


J. W. LITTLE, II. Vice President 
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bend te submitted for the generat lntermation of the participants of the FUND. It Is net authorized for éiatribution te prospective participents ia any FUND unless preceded or sccomew 
Cestive Prospectus which includes ialermation regarding the FUND’s ebjectines sed policies, experience of its management, marketability of product, sales charges, 200 ether tatermy 
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REPORT IN BRIEF 


The purpose of this report is to outline the project for a petrochemical core 
industry as an essential part of the economic development of Puerto Rico, and 


to request an oil import allocation to establish this new industry. 


NEED FCR A PETROCHEMICAL INDUSTRY 


The economy of Puerto Rico will benefit by the establishment of a company 


whose express purpose is the development of a petrochemical industry. 


Recent industrial development on the Island has resulted in the employment of 
primarily female labor. It is now urgent that new industry be directed towards 


the employment of male labor. 


This industry will be the means by which a critically depressed area will be 


transformed into a strong, economic community. 


A petrochemical industry will provide a major construction program; a major area 
development; an immediate petrochemical feed plant; and future petrochemical 
‘plants. This program is all based on continuing growth in this area of donatewation, 
operation, and new development in a continuing «owth cycle, including support 
Industries. 


-A petrochemical industry will compensate for the lack of indigenous raw 


materials on the island and will revive interest by U.S. chemical companies 


in establishing subsidiaries in Puerto Rico. 


(See Chapter I) 


~ CORE PLANT REQUIRED 


The growth of a petrochemical industry depends upon a core plant to supply 
petrochemicals and chemical feed stocks. These products will compensate for 
the lack of natural resources and will provide raw materials for a petrochemical 


industry. 


From a practical standpoint and in order to be economic, the plant must also 
recover and market the residual petroleum products which will be quite sub- 
stantial, particularly in the early stages of operation, while additional petro- 


chemical outlets are being developed. 


The core plant is not to be a static specific refinery or petrochemical plant, but 
a flexible petrochemical raw material feed plant which will continue to supply 


additional petrochemical raw materials as they can be used. 


The establishment of a core pliant of this type is therefore the essential first step 
in the establishment of a growing petrochemical industry in Puerto Rico. 


(See Chapter !1) 


ACTION BY COMMONWEALTH OF PUERTO RICO 


To implement the establishment of this project, the Commonwealth of Puerto Rico 
has agreed to clear and provide land, housing facilities, necessary building per- 
mits, assistance for support industries, port installation at Mayoguez, and other 


necessary related facilities . 


The Commonwealth has stated that this project is of the highest economic 
priority, should proceed with utmost dispatch, and has their full support. 


(See Ct upter III) 


COMMERCIAL IMPLEMENTATION 


The purpose of the Puerto Rican Oil and Petrochemical Comoany is stated in 


the first paragraph of its charter , as follows: 


"The company is formed for the express purpose of developing a 
chemical and petrochemical industry in Puerto Rico. It will design 
and build a refinery to produce, initially, sulfur, arornatic petro- 
chemicals and petroleum products. This refinery will be the basis 
of arid feed plant for the petrochemical industry as it grows. The 
refinery will be designed so that petrochemical side streams can be 
withdrawn in the future. When these side streams are needed, the 
company will install the necessary additional facilities to purify 
them. The company will also promote additional chemical and 
petrochemical projects related to the develapment of the petro- 
chemical industry." 


Arrangements have been made with Phillips Petroleum Company to supply crude 


oil and to market the petrochemical and related petroleum products. 
Sulfur will be marketed by PROPCO. 


Monsanto Chemical Company has identified its interest in a chemical feed 


stock of high wax content. 
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Other petrochemical companies have expressed their interest in feed stocks 
for different petrochemical end products. These will be pursued and developed 


@s soon as an oil import allocation is authorized. 


A fueling station is planned for ships passing through the Mona Passage. This 


will be available to supply both commercial and military vessels. 


In addition to providing a core industry necessary for the basic economic growth 
and development of Puerto Rico, the proposed company will place many American 
companies who wish to participate in a strong position to compete for world 


business. 


PROPCO also proposes to build a satellite plant adjacent to the core plant to 


produce lead entiknock additives. 


PROPCO dollar sales volume is ertinrerted-te-be-epproximately2c7+-petreehemicats . ; 
- MILA patnrrnamriant ply ctr 
| ier (See Chapter IV) 
Aoki d, 
Comrrk, Uniremed. 
ENGINEERING PLANNING 


Universal Oii Products Company has made a site investigation and has worked 


. up a preliminary set of plans for the refining of Venezuelan crude to produce 


eromatic petrochemicals and petroleum products. 
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“In order to be practical from an economic and marketing standpoint, these 
plans have been drawn up so the core plant will start up and operate with a 
minimum of difficulty, yet be so designed that side streams can be withdrawn 
for the separation and purification of petrochemicals as markets are developed 


or as they can be used by other companies for chemical feed stocks. 


These plans include both capital and operating cost estimates, site recommenda- 
tions, personnel requirements, and an estimated net operating income . 


(See Chapter V) 


FINANCIAL PLANNING 


On the basis of the Univeral Oil Products Company's engineering investigation, 
representatives of E. M. Warburg Company and Kuhn Loeb have worked up a 
financial plan for this project. This plan provides for maximum participation by 
citizens of Puerto Rico. 


(See Chapter VI) 


STATUS OF PROJECT 


Preliminary planning, selection of key personnel, and all! other practical steps 
have been completed to initiate the project. Necessary assurances have been 


given to and received from the Commonwealth of Puerto Rico, and raw material 
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supply and marketing arrangements have been made. 


Before the construction of the core plant can be contracted, it is necessary to 
establish that crude petroleum will be available for the use of the company. 
Under the proclamation of March 10, 1959, "adjusting and Regulating Imports 
of Crude Oil and its Principal Products into the United States," there was a 
finding that.. . 

"The Commonwealth of Puerto Rico largely depends on imported crude 

oil...and that...the adjustment of imports...should permit imports 

into Puerto Rico adequate for the purposes of local consumption, 

export to foreign areas; and limited shipment of finished products to 


the Continental United States." 


For reasons previously outlined, the need of a petrochemical industry for the 


Commonwealth has been given top priority in the economic development program. 


The project needs only a license to import crude oi! as raw material for its core 


plant to become a reality. 


REQUEST FOR ALLCCATION: 


A request for the allocation of 60,000 barrels per day of crude oil under the 


import quota allowance is hereby respectfully requested in order to proceed with 


this project for the establishment of a petrochemical industry in Puerto Rico. 


oe? 


—-----—-- 
eae Ses 


CHAPTER. | 


NEED FOR PETROCHEMICAL INDUSTRY 


Until recently the growth of the chemical industry in Puerto Rico ‘ius progressed 
rapidly. This progress has been remarkable because of the lack of natural 
resources on the island. A start has been made in petrochemicals by Union 
Carbide Caribe and Caribe Nitrogen with the manufacture of ethylene glycol 


and emmonia respectively. 


However, recent plans for additional petrochemical plants have been either 
pos tponed or abandoned, and it is apparent that raw materials not otherwise 


available must be imported ond extracted from petroleum. 


The natural resources of Puerto Rico have been investigated* and found to be 
practically non-existant, except for sand, limestone, salt water, fresh water 

and sunshine. With fertile soi! and fertilizer, sugar and its products are produced. 
This means the available raw materials for a chemical industry are sand, limestone, 
salt and sugar. Other materials must be imported or extracted from petroleum by 


a petrochemical industry. 


The products which can be extracted from petroleum when combined with the 
products which can be produced from the other raw materials can form the basis 


af a thriving and continually growing chemical and petrochemical community. 
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"Recent industrial development “m the island has been primarily in industries 
requiring female employment. Male employment has increased to some degree, 
but unemployment among men is still over 10%. Many of the unemployed are 


high schoo! graduates who are ready and willing, but unable to find work. 


The chemical and petrochemical! industries are among the most rapidly growing 
industries today primarily employing male labor. The petrochemical industry is 
growing faster than the balance of the chemical industry and is accounting for 
the majority of the new investment in the chemical industry. In the period 1959 
through 1961 approximately $2 billion was spent by the chemical industry for 


new plant construction. Of this, 61.4% was for petrochemical plants, 12.9% 


related to petrochemicals, and only 25.7% was for non-petrochemical construction . 


In 1955 petrochemical production amounted to approximately 15 million tons, and 


in 1965 it is estimated to be over 40 million tons . 


Concurrent with the establishment and growth of such an industrial community 
will be the redevelopment of a critically depressed area, the employment of 
male labor, and the establishment of support industries in related fields. This 
activity will require a continuing need for construction labor as well as pre- 


domir.antly male operating labor as each facility is completed. 


The establishment of substantial communities, based upon support industry in 


the forms of machine shops, pipe shops, metal fabricating and welding shops, 
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-.and electrical repair shops will also all result in increased male employment. 


The need for a petrochemical industry in Puerto Rico is expressed in a report 
dated September, 1961, by the Commonwealth of Puerto Rico Office of 
Economic Research, entitled "The Chemical and Allied Products Industry in 


Puerto Rico"** 


and quoted in part below: 
"There are several reasons why great importance is attached to the 


need for an expanding petrochemical industry... 


1. A local petrochemical industry could substantially compensate for 
the island's lack of indigenous raw materials. 


The industry affords permanent employment at relatively high wages. 
The industry offers predominantly male employment; an offset to the 
fact that new employment opportunities generated by our development 
program to date have been largely female jobs (60%), 
Because of the magnitude of petrochemical projects, a substantial 
volume of constructive employment and income is generated in the 
adjoining areas." 
When this report was written, the following chemical and petrochemical projects 
were contemplated: 
Polyethylene by Union Carbide Caribe 
Naphthalene by Commonwealth Oil 
Phthalic Anhydride by Stepan Chemical 


Chlorine & Caustic Soda by Morton Chemicals 


These projects have all been either postponed or abandoned. Some have been 


carried out elsewhere. 


ter La. cet or 
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Other petrochemical projects recently abandoned or postponed are listed 


below: 


Polyethylene by U.S.I. Chemical Division of 
National Distillers 


Lead Antiknock Plant by Stepan Chemical 


doiscertotithararerseet These oles wes revived by these same companies 


or by others if a petrochemical industry is established to provide feed stocks 


A) Pa 


and/or markets for them. 


The potential petrochemical complex is shown by a series of charts (No. | 
through 10) prepared by the Ralph M. Parsons Engineering Company. 

Chart 1 shows the primary products (petrochemical intermediates) which can 
be made and is the index to the other nine charts. On Chart | the top six 
primary products can be made from either petroleum or natural gas; the lower 


products can be made only from petroleum. 


The company intends to make the petrechemical products which can be made 
only from petroleum at first. These are the aromatics and the products which 


can be made from them are shown in Charts 8, 9, and !0. 


The end products will eventually range from insecticides, herbicides, and 
solvents from the chlorinated hydrocarbons to synthetic fibers and film of the 
"Nylon," "Dacron," and "Mylar" type. The former will supply agricultural 
and dry cleaning industries and can be further processed chemically to make 
other chemicals such as Freon, which is used extensively in air conditioning 
systems and as an aerosol propellent. The latter is only representative of one 
of the types of products which can be made. Nylon is the best materials for 
commercial fish nets which could be manufactured for export and to supply the 
fishing vesse!s which supply the islands canneries. The list of possible products 


is beyond the scope of this report, and several volumes would be required for a 


complete listing of all possible future outlets. 


* 
References to Natural Resources of Puerto Rico 


Limestone & Marble Resources of Puerto Rico, 1958 


Preliminary Report on Silica Sands of Puerto Rico, 1958 


Preliminary Report on Calcitic Dolomite of Northern 
Puerto Rico, 1957 


Beachrock in Northeastern Puerto Rico 


A Survey of the Geology of Puerto Rico, 1954 
Geology of the Carolina Clay Deposit, Puerto Rico 
Geology and Cre Deposits of the Keystone Iron N.ine 


Near Juncos, Puerto Rico 


— Stratigraphy, Sedimentation, and Structure of Late 
Cretaceous Rocks in Eastern Puerto Rico, 1960 


Nickel-Cobalt-!ron-Bearing Deposits in Puerto Rico, 1959 


“For Reoort.in Full 7 pee-Append eA 
_ ee 


Report of the Bureau of Mines, On the Minera! Resources of 
Puerto Rico , An Appendix to the Annual Reoort ot 


A The Bureau. of Mines for the Fiscal Years 1939- 1941 


Preliminary Results of Geophysical Exploration for Gas & Oil 


on the North Coast of Puerto Rico 


Preliminary Results of Geophysical Exploration ‘or Gas & Oil 


on the South Coast of Puerto Rico 


Industrial & Mineral Development in Puerto Rico, 1959-1962 
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CHART 1 


‘MAJOR PETROCHEMICAL INTERMEDIATES 


EYDROGEN ——————--» AM0NIA ———--_——_e- (see Chart 2) 


o.° pe ACETYLENE (See chart 3) 


> METHANOL : 
{ | _~ (see Chart 4) 
MSTHYL CHLORIDE 


ETAYLESE (See Chart 5) 
PROPYLENE ————e (See Chart 6) 
BUTADIENE 
n-BDUTYIENE (See Chart 7) 


—~ 1-BUTYLEVE 


IEFTENES 
’ ao (See Chart 8) 
> KEROSENE . : 


CYCLOHEXANE > BENZENE ——_————-» (soe Chart 9) 


METHYLCYCLOHEXANE — ‘ TOLUENE —--———_-—__—e (See Chart 10) 
DIMETIYLCYC LOHEXANE ——————e XYLENE (See Chart 10) 
e 
———-e~ SULFONATES 


——= (See Chart .6) 
——————> HAPITUENIC ACIDS 


THE RALPH M. PARSONS COMPANY 


2-A 2-B 
DIRECT APPLICATION FERTILIZER 
ALRONTUA SULFATE 


RUDBER - PROCESS LUG 
: CHEMICAL 
NITROGLYCERIN A i DYYFS 
> HI TROLENZEVE > ANILINE —— -; - SUIFA DRUGS 
. o : MILITARY EXPLOSIVE 


NYLON SALT FIBER 
; Ce prastie 
DIPONITRILE 

~PADIPIC ACID ESTERS ——————> PLASTIC IZERS 

> LACQUERS 
ETUYLENE GLYCOL DINITRATE —t> EXPLOSIVES 
SILVER NITRATE > SILVER BROMIDE —————_——_--——-»> PHOTOGRAPHY 
NITRO COMPOUNDS ————- MILITARY EXPLOSIVES 

«(See above) 


UREA st CATILE FEED SUPPLEMENT PLASTICS 
UREA-FORMALDENYDE RES > ADITESI VES 


‘he PETROLEU TREATING —>FIISHES 
AMAONTUM PHOSPHATES —t- FERTILIZER > PAPER & TEXTILE TREATMENT 
SODAMIDE ————-———» SODIUM AZIDE + LEAD AZIDE ——————_—_—___-____»- EXPLOSIVES 


MONOMETUYLAMDIE > DETERGENTS 
METHYLAMINES ——————+ = PHOTOGRAPHIC DEVELOPERS 
. > TEDICINALS, ET CETERA 


TEXPILE SOLVENTS 
DIMETIHYLAMINE fF nerorcross AND FUNGICIDES 
¢-RUBEER ACCELERATORS 


TRIMETHYLAMINE ———————+- POULTi##Y FELD SUPPLEMENT 
ACID GAS ABSORBENT 

MONOETHANOLAMINE —> DETERGENTS 

~~ CHEMICAL INTERMEDIATES 

—e- DETERGENTS 

DIETUANOLAMINE ————. -~ ACID GAS ALSORSEIT 

t VEXTILE SPECIALISTS 
, : & CHEMICAL IlITERMEDIATES 

TRIETHANOLAMINE ————__-_— >DETcHGENTS, WAXES, ET CETERA 


CHART 2 © 
AMMOITIA DERIVATIVES | TUE RALPH M. PARSONS COMPANY 


. sw 
3A a-B 3-C 
VINYLACETYLENE —————>CHLOROPRENZ. ——————> NEOPRENE RUBBER 
WELDING CAS ; ; 


VINYL CHLORIDE ————— POLYVINYL CHLORIDE———* PLASTICS (PVC, VINYLITE 
: COPOLYMERS KOROSEAL, TYGON, ETC.) 


TETRACHLOROETHANE ————> TRICHLOHOETHYLEME ee (TRICLFNE) 


PERCILOROETUYLEVE PLASTIC (KEL-F) 
Bi Bets erie 


: POLYACRYLONITRILE “epee (ORLON, ETC.) 
ACRYLONITRILE —{- POLYACRYLIC ACID—————>-SOIL, CONDITIONERS 
GR-A RUBBER : 


ACETIC ACID ———————+ (Sce Chart 5a-B) 


n-BUTYL ALCOHOL a noes ® ACETATE 
inonrihieeiemnicieilp SOLVE:T 


> n-BUTYRALDEHY DE —t (See Chart 6-A) 
> CHLORAL ————————» Dot, ——————__—_—___» INSECTICIDE 
ACETIC ANHYDRIDE > (See Chart 5a-C) 
PENTAERYTURITOL —————> (See Chart 4-C) 
: VINYL ACETATE —————-> (Sce 3-A Below) 
? PARALDEIfY D2 —————-> (Sce Chart Sa-p) 


VINYL ACETATE —————-> POLYVINYL ACETATE % RESINS 
FOLYVIIXEL BUTYRAL——————>SAFETY GLASS 


CHART 3 | . 
ACETYLENE DERIVATIVES é TUE RALPH M. PARSONS COMPANY 


al — 


PHENOL-FOR ‘ALDEHYDE RESINS ————» BAKELITE, RESINOX, ETC. .° 
UREA-FORMALDENIDE RESINS ~~ PLASKON, BECTLE, EIU, . 


~» PENTAERYTHRI TOL + surrice COATICS 
EXPLOSIVE (PETiH) ey 
GLYCOLIC sacle SARI ey GLICOL (See Chart’ 
- i Sb -¢ 
“FORMALDEHIDE. ————-———* }+ MELAMINE-FORMALDEHYDE RESINS ———eNEUMAC, ETC. 
> HEXAMETHUYLENETETRAMINE ——————> HITLITARY EXPLOSIVE (RDX) 
+ PARAFOR4AIDELYDE ————A A RESIS : 
“TRIOXANE, ————* SOLVENT, SPECIALTY FUEL 
ACETIC ACID (See Chart 5a-b) 
METHYL METHACRYLATE —-———e POLYMETINL METUACRYLATE ——————+ PLEXIGLAS, LUCITE, ETC. 
METHYL CHLORIDE (See 4-A Belov) 


ANTI-FREEZE (ZERONB, FIC.) 


UREA + (Seo Chart 2-A) ‘ 
DICHLORODIFLUOROMETHANE —— 
ARBON TETRACHLORIDE REFIFGERANT (FREON) 
; PIRE EXTINGUISHER FLUID 

SOLVENT 
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CHAPTER II 


CHAPTER Il 


CORE PLANT 


The first step in the development of a petrochemical industry is to establish 

a core plant to provide feed stocks and petrochemicals for the prospective 
petrochemical plants. The latter would be essentially satellites around the 
core plant which will extract and purify each raw material for each respective 


satellite ‘plant. 


Obviously, the entire complex of core plant and satellites cannot be established 
at once, but must be developed over a period of time. The question of where 


and how to start on a practical basis is thus presented. 


A core plant is proposed to refine crude oil to produce sulfur, aromatic petro- 

, ‘ $ : : 
chemicals, a’chemical feed stock, and residual petroleum products. This plant 
would be designed in such a manner that side streams can be withdrawn and 

ave 
additional petrochemicals or chemical feed stocks separated and purified as soen 
os markets can be developed or agreements reached for satellite plants. In this 


way the quantity of petrochemicals will increase and the petroleum fuels will 


decrease as the petrochemical industry grows . 


~ Some LPG will also be made, ond the balance of the products will be made 


as soon as demand can be developed. 


Sulfur is not normally considered a petrochemical because it usually occurs 
naturally and is one of the basic chemical building blocks. However, because 
of no known deposits in Puerto Rico, sulfur is now imported. Since crude oil 
contains small amounts of sulfur, a sulfur recovery unit is planned as part of 


the core refinery. 


Salt recovered from the ocean by solar evaporation is available from both the 
southwestern part of Puerto Rico and from other nearby islands. Salt is the raw 


material required for two other basic chemicals: chlorine and caustic soda. 


It is expected that a chlorine and caustic soda plant will be built as soon as 
the plans for the core plant are announced. Chlorination and sulfonation of 
petroleum products plays a large part in the petrochemical industry and, to- 
gether with existing requirements for chlorine, caustic soda and sulfuric acid, 
will certainly create sufficient demand for the establishment of these basic 


chemical industries. 


The key then to a chemical and etrochemical industry in Puerto Rico is a core 
Y P Y 
plant which is established for the express purpose of extracting chemicals, 


chemical feed stocks, petrochemicals, fuels and other petroleum products from 


crude oil. This plant is not just another refinery, but a plant which is the 


first step in the development of a petrochemical industry and which is part 


of a company which is committed to a policy of continuing its efforts in the 


growth of a chemical and petrochemical industry for Puerto Rico. 


CHAPTER It \ 
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CHAPTER III 


SUPPORT OF THE COMMONWEALTH 


In August, 1961, after an extensive survey of the chemical industry in 

Puerto Rico, the Economic Development Administration of the Commonwealth 
made it known to representatives of the company that a core plant for a 
petrochemical industry was sorely needed to provide raw materials otherwise 
not available for that industry. Representatives of E .D.A. ‘ave made this 
known to the Department of the Interior. They have started construction of 
port facilities in Maycguez. They have agreed to clear and provide land for 
the core plant and set aside other land nearby for the satellite plants. They 
have agreed to provide housing, roads, and to redevelop a critically depressed 
area. They have agreed to assist support industries to provide services for the 
core plant and satellite plants. In essence, they have agreed to provide or 


assist in all items other than those facilities to be used solely by the core plant. 


The Commonwealth has described the project for the establishment of a core 
plant for a petrochemical industry "as of the highest economic importance ," 


ond has requested that it move ahead "with dispatch." 


Aveoromneny OF Tits position-ond-of the support of the Commonwealth Govemntent 


ieéohtained Th their Tetentdetter-to the sponsoring group . 


CHAPTER IV 


COMMERCIAL IMPLEMENTATION 


The Puerto Rico Oil & Petrochemical Company (PROPCO) has been incorpor- 
ated in the Commonwealth of Puerto Rico by both Puerto Rican and United 
States parties for the express purpose of building a core plant for the develop- 
ment of a petrochemical industry. Its intent in this regard is contained in the 
first paragraph of its charter, as follows: 


"~he company is formed for the express purpose of developing a 
chemical and petrochemical industry in Puerto Rico. It will design 
and build a refinery to produce, initic!!v, sulfur, aromatic petre- 
chemicals and petroleum products. Th. refinery will be the basis 
of and feed plant for the petrochemical industry as it grows. The 
refinery will be designed so that petrochemical side streams can be 
withdrawn in the future. When these side streams are needed, the 
company wili install the necessary additional facilities to purify 

“ them. The company will also promote additional chemical and 
petrochemical projects related to the development of the petro- 
chemical industry." 


In the event that any particular petrochemical feed stock cannot be produced 
economically, the company has agreed to produce any such petrochemical 


feed stock on a quasi-public utility basis. 


Directors of PROPCO include qualified and interested parties in both Puerto 


Rico and the United States. 


“Both the officers and operating personnel of PROPCO have been selected on 
the basis of their proven performance in the chemical, petrochemical, 
petroleum and engineering and construction industries. Resume's of the Directors 


and Officers are attached hereto. 


For the core plant to be economic and practical, raw material supply and 


marketing arrangements must be made. 


Phillips Petroleum Company has agreed to supply crude and to market all petro- 
chemicals and petroleum = not consumed by the petrochemical industry 
(See letter attached). Sulfur will be eererer by the company, probably to 
Caribe Nitrogen Company who now imports about three times the sulfur capacity 


of the core plant. 


Monsanto Chemical Company has identified its interest in using 15,000 to 
20,000 bbI/day of a 30% wax distillate cut if the company can meet its require- 


ments as to quality and time (See letter attached). 


Discussions have been held with Mobil Chemical, U.S.I., Division of 

National Distillers, Celanese Corporation, and Allied Chemical. These com- 
panies have asked to be kept informed of developments and would like to give 
serious consideration to building petrochemical plants in Puerto Rico if a core 


plont Is buflt. 
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The core plant will necessarily produce petroleum fuels. To assist i 
- ing these outside the Continental U.S., a fueling station is planned for ships 
passing through the Mona Passage. This station is planned for both commercial 


and U.S. Naval vessels, and for tanker shipments of military fuels. 


Captain O. W. Stafford SC USN Director, Purchase Division, reported at the 
September 21, 1962, meeting of the National Petroleum Refiners Association 
thot $300 million is spent annually by the U.S. Navy for overseas fuels. At 


this same meeting, Col. R. W. Beer, USAF, Director, Planning and Comptroller 


Division, submitted an excellent series of charts showing details of military 


procurement which showed the Caribbean to be the largest single source of 


military tanker cargoes. Detail of the reports at this meeting are attached. 


he Ain) Pores CPOs 
If the core plant is built, the company will cfso.bultd a tetraethyl lead enti- 


knock plant large enough to supply all the antiknock requirements of Puerto 
Rico. Imports were over 4 million pounds in 1960* for the two existing refineries. 
The core piant would use an additional 1 million pounds which would make a 


5 million pound antiknock plant practical. 


Pe, eal 


*From data received from the Economic Development Administration of the 


Commonwealth of Puerto Rico. 
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OPENING REMARKS 


by | F 1099 


Colonel Leon Stann, USAF 


On behalf of Admiral Becknell and the Defense Petroleum Supply Center, I wish 
to express our appreciation for the privilege of meeting with the National Petroleum 
Refiner's Association. Admiral Becknell asked me to extend his sincere regrets 
that he is unable to attend. As you know, the Admiral is on an extended tour of 
temporary duty in Far East Asia. 


We regard meetings such as this as a very valuable channel of communication 
between the Petroleum Industry and the Military. JI hope that during the question 
and answer periuis that you will: feel free to raise any points that need eclarifica- 
tion or amplification. We are here to listen and learn as well as to present 
information. The more thorough the exchange of information, the better equipped 
we will be to insure that the U.S. Military Forces are adequately supplied with 
the types and quantities of petroleum products they require. 


I am certain that you recognize the importance of petroleum to 
and defense efforts of the Free World; and, you need no reminder of importance 
of petroleum to those countries that ‘12 behind the Iron and Bamboo Curtains. 


Our chances of success or failure in any future coaflict hinge on oil. The 
sobering truth is that petroleum availability can make or break any military opera- 
tion in modern war. With the dramatic, bu. still very limited exception of nuclear- 
powered naval vessels, the Armed Forces or all Nations are commitled exclusively 
to hytrocarbon fuels to power their complex weapons systems. 


The magnitude of military petroleum consumption is staggering by any standard 
of comparison. At present, our peacetime sage is running at the rate of approximate- 
ly 36 million gallons a day. This is an increase of 21 million gallons a day since 
1950. For example, jet fuel requirements have risen from zero 14 years ago to the 
present level of 17 million gallons a day. The modern military machine literally 
thirsts for oil. Guns, tanks, ships, planes and even most missiles need petroleum 
fuels and lubricants -- and in great quanitites. Concurrent with increased consump- 
tions, there has been a gradual evolution toward greater complexity and more stringent 
requirements with respect to petroleum products, and their application to equipment. 
Materials and equipment are being stressed to their limits to meet the performance 
requiremer.ts of the aero-space age- Accordingly, fuels, lubricants and hydraulic 
fluids will have to withstand greater stresses - some known today - others to be 
specified in the future. Thermal stability, storage stability, cleanliness, 
luminometer number, BTU content, and many other characteristics are becoming increas- 
ingly important. We are continuously developing new specifications and amending 
existing ones. In most instances the requirement are becoming tighter. The eapability 
of industry to producé more and better products is becoming increasingly important. 


I mention these points not to impress you -- but rather to drive home the basic 
point that given the global commitments of the U.S. and the key importance of 
petroleum to support our forces, we - meaning both the Military and Industry - are 
faced with a tremendous logistic problem. We dare not fail, for nothing less than 
survival is at stake: We have depended heavily upon the petroleum industry in 
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the past, and have always received outstanding support. I think it is accurate to say 
that we expect to remain heavily dependent upon the Petroleum Industry as far 
into the future as we can presently see. I am confident that we can continue to 
depend on your outstanding support: 


Once again I would like to express our sincere appreciation for veing able 
to participate in this meetin... 


| 
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DPSC'S ROLE IN PETROLEUM 


by 


Col. R. W. Beers, USAF 


The Defense Petroleum Supply Center rang in the year of 1962 with a transfer 
from Department of Navy to Defense Supply Agency management and our name was changed 
from the Military Petroleum Supply Agency to its present designation. 


Since the first of January, procedures have changed but there has been no 
change in the basic objective of providing effective logistic support to the 
Military forces at the lowest possible cost to the taxpayers. 


The Defense Supply Agency; or DSA to use its alphabetical short title, attempts 
to achieve this basic objective under the principle of decentralized operations with 
centralized policy and guidance. At present, DSA has two service activities - 
Traffic Management and Logistics, and line Commodity Supply Centers - Petroleum, 
Subsistence, Constructions, Medical, General Supplies, Industrial Supplies, Cloth- 
ing and Textiles, Electronics Parts and Automotive Parts. These DSA field elements 
perform a wholesaler function for “ue Military Services. 

To perform its mission, DSA currently employs approximately 21,000 military 
and civilian personnel. About 550 of them are employed in DSA Headquarters. By 
30 June 1963, it is «nticipated that the total employment will rise to approximately 
25,300. About 1,000 will be military personnel from the four Services. 


DSA Supply Centers now manage an inventory of valued at 
1.75 Billion dollars. This will increase to 1,200, items with a value ot 2.6 
billion dollars by the close of Fiscal Year 1963. 


DSA also administers Defense-wide programs for cataloging, standardization, 
inter-servicing and surplus disposal which covers about 3.5 million items in the 
Military Supply System. 


Studies to determine the range of additional items susceptli .e to integrated 
management by DSA are underway. Included are industrial production equirment, 
common chemical supplies and aeronautical spare parts. Tne total inventory value 
of those items is nearly ten billion dollars. 


I mentioned previously that the DSA Supply Centers operate on a decentralized 
basis. DSA Headquarters provides overall leadership, coordinates policy and 
procedures and exercises the management functions related to budgeting, fiscal 
control and accounting, and programming. 


This resume of the Defense Supply Agency provides a bird's-eye view of the 
organization of which the Defense Petroleum Supply Center is a member. 


Now let us look specifically at the mission, functions, and operations of 
the Defense Petroleum Supply Center in the world-wide petroleum logistics systems. 
(2) In our mission there is a definite. distinction and differentiation between 
our scope of operations and that of DSA Commodity Supply Centers. 


CHAPTER Vi 


ECONOMIC DA..A AND FINANCING PLAN 
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The financial advisors to the PUERTO RICO OIL AND PETROCHEMICAL CO. 


have developed the following plan for financing the core plant. 


This plan is an extension of the cost estimates from the study carried out by the 
UNIVERSAL OIL PRODUCTS CO., and includes additional financing for operating 
capital, including overhead and sales expenses, and contingencies to cover start= 
up expenses and unforseen delays in reaching a profitable rate of production. 

This contingency fund is aj-proximately 20% more than the estimated costs shown 

in the UNIVERSAL OIL PRODUCTS study attached hereto, entitied PROCESSING 
AND ECONOMIC DATA FOR A PROPOSED PUER ‘O RICO REFINERY+SECTION 3+ 


SUMMAR’, , 


As shown in TABLE |, the total capital investment is estimated at $68,485,590 of 
which 80% is to be erowided through Sinking Fund Debentures and 20% is to be 
provided through equity capital. In addition, the plant site is to be provided by 
the Commonwealth, and leased to the company. The area development is to be 


carried out by the Commonwealth. 


e TTS 


To the estimated sum of $68,485,590, the company has added a sum of approxi- 


mately 15% for operating capital, and unforseen expenses, bringing the total 


to $79,000,000. 


The calculation in TABLE | of Net Operating Cost and Income is a proforma 
presentation, and flexibility exists under the tax lows of the Commonwealth to 
permit full depreciation before any taxes are due. Other more favorable handling 
of debt burden could be anticipated as the situation requires. However, the plan 


as shown is feasible, and should suffice. 


The UNIVERSAL OIL PRODUCTS financial study is fully adequate in the opinion 


of the financial advisors to the company. 


Stability is added to this plan by virtue of the marketing contract between the 
company and PHILLIPS PETROLEUM COMPANY, which assures the sales of the 


available product from the core plant. 


This financial plan will be implemented through an S.E.C. Prospectus as soon as 
an oil import permit is issued to the company. The body of this Report, together 
with the financial plan, is substantially the material which will constitute the 


$.E.C. Prospectus. 


Following is the report by the UNIVERSAL OIL PRODUCTS CO. 
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Totei capitel investaent eT Depreciatie items: Precess and offsites factiitios and start: 
205 Eqvity Capital 13,697,318 capital. 
80% Convertible Sinking Depreciation rate: Proceas Capital-straiqht line on 1$ years 
Fund 054,706,472 10@ salvare value. 
Detertures, 6£ interest, 20 years C£fsice Capital-steraignt Aire on 20 years 

Yearly siv.airg furd, 1/20 of 954,708,472 > $2,729,424 paid at the end 10% salvage value. 
of each year cut cf income efoer taxzes. Incewe Tax: Mo income tax due for 1st ten years. Thereafter 
Tetenture interest, 6% on tte unpaid Cebentures. rate (9 )$.75% cf tasable ret incense less g1),1 
Larrirgs on eruity: het tronme after pivwert of the yearly sinking furd. All numbers in thousanis. 

Gross incone after payment of the yearly sinking 

fund plus depreciation. 
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.. yields, estimated net operating income, and a site survey. 


>: oo u \ ~~ ~ 


The general area of the site is shown in read on the map opposite. Further 


details of their site are shown on pages 45-47 of Appendix C. 


the details of the U.O.P. studies are included in Appendix 8. 
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CHAPTER..V 


ENGINEERING PLANNING 


Engineering planning has been directed toward a practical compromise between 
a stondard refinery and refinery designed to produce a maximum of petrochemical 
products for vhich there is little or no present market. The compromise results 

in a core plant to produce petrochemical feed stocks at the maximum rate they 
can be marketed. Further, however, is the key that this plant must be designed 
so that additional petrochemicals can be withdrawn in the future and that the 


company is committed to providing these additional petrochemicals or feed stocks. 


Two studies and an addendum 10 the second study have been made by the 
Universal Oil Products Company for the proposed core plant. The plant covered 
by the second study with addendum produces approximately 18% of the dollar 


sales volume in petrochemical: . By adding a sulfur recovery unit and a tetra~ 


ethyl !ead antiknock additive plant, the petrochemical sales will increase, opproxi- 


mately 20%. 


The study covers a 60 ,000 bbl/day refinery designed to produce a monlinum 
practical quantity of petrochemical raw materials and intermediates. It includes 


copital and operating cost estimates, manpower requirements, process description, 
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at the suppliers’ shore tanks and that inspection may be at still another point. 

In other words, "delivery" involves three different locations and three different 
points in time. What happens if there is a pipeline break between the shore tank 
and the ship's permanent hose connection? Could we, as a practical matter, de- 


signate one point for acceptance, measurement and passage of title? If we can, 
should we? 


These questions and many, many others are involved in our contract general 
provisions. The answers we adopt have a long range impact on the industry. How 
can you and we get at the problem? 


My suggestion is that you or members of your companies carefully and period- 
ically review our contract terms. and, from time to time, forward to us your comments 
and recommendations. I cannot guarantee that we will adopt any of your recommenda- 
tions. It is even probable that industry comments, on any given concept, will 
vary from all black to all white. Naturally, we intend to adopt only that which 
is in the best interests of the government. However, there is a large area of 
common interest, and, the ideas you express on one subject may plant the seed 
of solution to that problem or to a problem on another subject. Without an 
expression of industry opinion we navigate to some extent in the dark. 


In any event, I want you to understand that the Defense Petroleum Supply 
Center encourages industry comments on our contract provisions and that all 
comments will be carefully considered. One note of caution: the time to comment 
is before or after you submit a bid. We frown on comments submitted with your 
bids, and, as many of you may have regretfully learned, we are required to reject 
such bids as nonresponsive. 


azide to retain the same proportion of swards to omall vusiness, and, notwith- 
standing that the new procedure has placad an additional administrative work- 
load on DPSc, all present indications are thar the meneral purpose and intent 
of the smell business act are being ac well carried out under the new procedure 
as was originally successfully developed unier the floating set-aside procedure. 


IMPACT CN CONTRACT TERMS 


The second item I would like te discuss is the impact of the terms of our 
contracts upon industry. 


You are familiar with the impact which government specifications have on the 
type and quality of commercial product and on industry standards in general. 
Government specifications in time teni to become industry standards. For the most 
part, this has been gocd for the industry when considered collectively. Howeve 
with the passage of time, indiviaual compenies within the industry have found it 
advisable to specificaily interest themselves in the continuing development of 
government specifications. 


, 


government specifications 
terms. the must, of course, 

recognize that many of our contract terms are n within your and my province 
to amend. Those clauses which are required by statute and executive order are 
essentially sacrosanct an&é must be iacluded in our contracts whether or not we 
like them or need them. There are. however, a number of clauses which are witnin 
our authority to amend: such es those concerning delivery, inspection, acceptance 
and invoicing. 


About five years ago, we undertook a careful study of our supply contract 
general provisions. The revised provisicns were incorporated into a new form 
designated, MPSA form 77. Our plan has teen to revise this form each year. 

To date, "e have been successful in doing 59. 


From what I hear, tne industry is accepting, as its standards, some of the 
terms expressed in our governmen" contract:. I think this trend will continue 
because our contrects touch nearly everyone in the industry ami, hence, become 
common ground concepts within industry. Basically, this is zood. However, 
although these concepts can be adjusted fairly easily in their early stages: time 
will make them ever more difficult to amend. 


I am suggesting that you and your industry have a long term stake in our 
contract terms. I'm sure each of you know of marketing practices to which your 
company is now committed that you would gladly scrap. I've even heard some 


of you say you would like to hang first, and then try, the fellow who came up 
with the idea of credit cards. 


Yet, the same thingcan be happening with respect to the concepts embodied 
in our contract general provisions. Tanker deliveries provide a case in point. 
Our contracts provide that, on delivery f.0.B. a tanker, the title will pass at 
the ship's permanent hose connection but thet measurement for quantity will be 


of “efanse. He sail, "we do not ooject to tbe formil#...so long as the total cost... OF 


would not exceed what it would have beer ansent @ set-aside." ‘Yowever, although 
he did not object to the formula used, in this case he four] that the specific 
auerig were not computed in strict accordynce with the formula and that "the 
price et which awards were made... is in excess of the price agreed to be paid,” 
on the nonset-aside portion. and, i ais opinion “a downward adjustment in 
price with ..-the tvo concerns awarded tne set-aside “would be appropriate.’ 

™n ot-her words, he did not question the forimila for determining set-aside prices 
but he did question the propriety or the prices in that particular instance 
because he felt that the formule hai technicaily not been properly applied. 


It is unlikely that the same factual situation will again occur under the 
new set-aside proceiures now being used by the defense petroleum supply center. 


The third question you vill recall was whether the “floating set-aside” 
principle was legally authcrized On tnet third question, the Comptroller 
General said that the flosting g2t-aside” violated the rules of formal advertise- 
ment in thet it did not define, with sufficient certainty, the quantities available 
under each item for recmal competitive oidaing. Further, the Comptroller fel. 
that OPSC had used the “flosting set-aside’ long enough to have acquired 


information on where and how large to make specific set-asides on an item by item basis. 


As 6 result, the SPst an entirely differer’. structure in designet- 
ing set -ssides- We now del: certein quantity of various tiems as s2f- 
aside for small busine Hence on esch item, the nonrestricted portion and the 


ee 


25 
set-aside. or restricted, protion are fiaed at the time the solicitation is for- 
wardei to industry 


ha 


You will recall that our jet fuel eglicitation each six montns had been 
running in the neighborhood of ho to 4k million barrels and tha» approximately 
kh to 6 million barrels was set-aside. Actu3l awards to small business under 
the set-9eide had been approxinately 1 to 5 million bserrels. And the total of 
the nonrestrictedad and set-asize awards +o small business was approximately 9 
to 10 million berrels. 


It is difficult to compere results under the new set-aside procedures wits 
results urkier the old floating set-aside because our procurement requirements 
for jet fuel have increasec and are now approximately 50 to 55 million barrels 
each six month. Under the new procedure: we have found it necessary to increase 
the total quantity set-aside for small business from approximately 6 million to 
ll million barrels. Of the ll million barrel set-asid2, small business has 
accepted set-aside awards of approximately 8 million. This is a considerable 
increase over the & to 5 million awarded under the former floating set-aside. 
However, this increase reflects only a change in the pattern of awards and not an 
actual increase in overall awards to enall business because the total of all jet 
fuel avirds to small business remains et 9 to 10 million barrels. The pattern 
has changed in that. the amount avarded cn the nonset-aside portion has decreased 
and the amount awarded on the set.-eside portion has increasei a like amount with 
the result that the total awards of jet fuel to small business have remained 
essentially the same. 


Notwithstaniing that it has been necessary to increase the quantity set 


LEGAL ASPECTS OF DPSC CONTRACTS 


by 


©. FF. Pollock 


I will briefly discuss two subjects: the first being the Comptroller 
General's decision of last November concerning the small business set-aside 
program in jet fuel procurement: the second being the long range impact of 
government's contract terms upon industry standards. 


I had hoped to be able to also comment on the nondiscrimination clause 
of our contracts and on the results of the compliance reports which your firms 
have submitted to the presidont's committee on equal employment opportunity. 
However, I must advise that I have been unable to develop sufficient informa- 
tion to discuss the matter today. 


SMALU BUSINESS 


Last November 17th, in response to a formal protest, the Ccomptroiler 
General rendered an opinion as to the legality of certain aspects of our small 
business set-aside procedures for jet fuel procurement. 


The Comptroller General considered three basic ques‘ions: First, whether 
partial set-asides were legally authorized by Coneress. Second, whether the set- 
aside awards made by the Defense Petroleum Supply Center in the particular 
instance involved inthe protest, resulted in higher prices than were otherwise 
available on the formally advertised portion of the procurement: and, if so, 
the propriety of such awards; and third, whether the "floating set-aside" principal 
was legally authorized. 


The Comptroller General answered the three uestions as follows: 
q 


On the first question, which was whether or not partial set-asides were 
legal, the Comptroller General said that the “Goneress, by enacting section 
LS, of the small business act, has authorized the negotiation of partial set-asides 
fo. small business subsequent to the mmrestricted formally advertised portion of 
a procurement." Hence, he confirmed his previous decisions and held that partial 
set-asides were legally authorized by the congress. 


To the second question, the Comptroller General devoted 8 pages of his opinion. 
It is difficult to concisely brief that much material and nt run afoul of possible 
different interpretations which some of you may have alreauy made. So, please 
forgive me for slight differences which may be occasioned only by ny efforts to be 
brief. 


The second question was whether the specific set-asides.in issue were awarded 
at prices nigher than otherwise available, and, if so, the propriety of such awards. 


Basically the Comptroller General held that the formula being used by DPSC 
in determining set-aside award prices was in accordance with past Comptroller 
General decisions and in conformity with authority granted to DPSC by the department 
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petroleum services at low cost. We've found that the best method of doing this 

is through competition. We welcome proposals from companies having a capability to 
perform any of the services I've described. The Army, Navy, and Air Force develop 
their own requirements. We will be glad to sound them out on any proposal from 
any company. We welcome letters of inquiry or visits to our offices on any matter 
concerning these programs. Many firms which began doing business with us in only 
one program are now participating in 3 or 4. 


So, if yovr company is doing business with us now, make sure you're receiv- 
ing solicitations for all our programs you are interested in. If you're nat 
doing business with us or drop in for more information on our programs and to 
get on our bidder's mailing list. 


Face b 


RE-REFINING 


A very small program is for the re-refining of government-owned used aircraft 
engine oil This is primarily an Air Force program. The contracts are let by 
formal advertising and are re-adverticei yearly. Under these contracts, the 
contractor re-refines used aircraft engine oil to produce grade 1100 lube oil. 

The services required of the contractor all take place at his refinery. There he 
receives used oil from government transportation, stores it in bulk storage tanks, 
anid leter re-refines it for distribution back into government petroleum stocks. 
We. presently have only 3 contracts for these services as shown on the chart by 
the dots. Of the 25 known suppliers of this service, only 5 are active bidders. 
We would especially iike to interest other companies since the Air Force's re- 
refining requirements, like the lab ones, are never completely met. 


VIL. ALPCRAFT REFJELING 


(Flesh slide T) Still another of the services ~e contract for is aircraft 
refueling for the Navy. As shown on the chart, there are Naval air stations 
across the country which have private industry refueling i aircraft These 
contracts are generally for a le month period, although we stagger awards 
throughout the year. These contracts are totally reserved for small business. 
They are let by formal advertising. 
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The contracts call for th» contractor, using its own tank trucks 
personnel, to fill its trucks at the station fuel depot, transrort tie 
government fuel aiongside the aircraft in the refueling areas, and, as A 
to defuel aircraft, all as directed by the station commanding officer. hi 
is a 24 houc a day, 7 day a week operation. The contractor is paid basically by 
the month for these services Presently, there are about 16 companies actively 
tidding for contracts in the program. All 25 contracts are held by 10 companies. 
In some locations there is still little competition. 


VITT. OVERSESS 


(Flash giide 8: We slso have 22 contracts for services to be performed over- 
seas, as shown on the chart. The services provided by these contracts are mostly 
of the same types as those performed in the States; that is: commercial storage, 
drumming, and laboratory testing. The contracts are let through negotiation. 


Some of the overseas contracts are unusual. For example, we presently have 
several contracts calling for tne inyection of anti-icing additive into existing 
stocks of Air Force jet fuel. 


Under these contracts, the contractor provides the additive, men, and 


mechinery necessary to inject 4 specified amount of additive into the fuel. 


CONCLUSION 


T showid point out that our goal is to provide the armed forces with good 
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poor prospects for future commercial business, industry was reluctant to build 
torminals with only a one year guarantee of government uce. On the other hand, 
the government did not desire to bear the entire construction cost in one year. 
Consequently, we secured legislation permitting firm contracts up to 5 years, 
provided the storage facility to be constructed met certain criteria on dispersal 
and hardening. 


As shown on the chart, marked by diamonds, mainly across the Canadian border, 
there are 8 of these contracts presently in operation. The 8 terminals range in 
size from 90,000 barrels to 1,000,000 barrels. At present we know of no new require- 
ments for services of this type. 


V. DRUMMING 


(Flash slide 5) The dots on this chart show the commercial storage sites 
for the Army. As indicated by the "D's", at some of these sites, « \cr™ is also 
provided drumming and can filling services. We have 10 drumming contracts: 8 
for the Army and 2 for the Air Force. The contracts are for one-yes, usually, 
with government options to renew for several succeeding years. 


In drumming, the services performed by the contractor include receiving 
and inspecting empty drums or cans, storing empty drums, filling drums with 
government product, storing the filled drums, and loading them aboard government - 
furnished transportation. The contracts usually provide for the government to 
pay for each of these services separately. 


For instance, for each drum handled we might pay to receive it, so much a 
month to store it, and so much to fill it and load it for shipment. 


Eight companies presently are providing these services for the government. 
Although more than 70 firms have iniicated an interest in this program and are 
on our mailing lists, geographic factors sometimes result in little competition 
in some areas. I:. general, drumming is desired in coastal locations. 


VI. LABORATORY TESTING 


(Flash slide 6) We also procure laboratory testing services at commercially- 
- owned labs for the Air Force. ‘As indicated by the chart, we presently have contracts 
in the U.S. av 20 labs. These contracts are very small monetarily. They are let 
once a year by formal advertising. ae 


Under these contracts, the labs perform all sorts of tests and sample analyses 
on government petroleum products. Some contracts provide for as many as 4o differ- 
ent tests. The contractor is paid for cach test performed. 


16 different firms presently have lab service contracts with the center. 
These firms vary in size from small single proprietorships to the major oil 
companies. Our invitations for bids are mailed to 37 companies. Even with this 
nunber of interested firms, we have trouble every year getting adequate responses 
to the testing IFB. This year we were unable to get lab services at 5 locations. 
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cervices in commercially-owned bulk terminals. es) ' 3) This chart 
e 


kage 2 


shows the location of the eleven commercial ‘c d for on behalf 

of the Navy. (flash chart 4’ the dots on this chart r nt the 24 single year 
storage contracts for the Air Force; on 4 later chart si erminals for the Army 
will be shown. 
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‘Inder many of these commercial storage contracts, the government uses only 
one or two storage tanks, while under others we occupy the whole terminal. The 
government is quite flexible as to the specifications of tanks provided under 
commercial storage contracts. 


In furnishing storage services, the contractor provides the required storage, 
and also handles the government-owned product as it enters and leaves the terminal. 
Terminal personnel are required to operate the storage being used by the government 
in much the same manner as the operations required in the government-cwned terminals 
L mentioned earlier. 


We let these contracts by negotiation, and any company, large or small, may 
participate. Frices vary considerably, depending on the size and Location of the 
terminal, the complexity of its operation, ancillary operations, and the competition 
available in the area. 


Though these contract; are initially let for just a 12 month period, mest 
contain unilateral government cptions to renew the services for several succeeding 
one year periods. The procurement regulations prohibit contracts cf this type for 
more than one year’s duration. 


Competition in this program is restricted geographical ince the Military 
service requiring the storage specified the area in which the terminal mus* be 
located. Often there is good competition; often not. At o I visited 
recently nearly a dozen different companies had existing storage available. In 
many areas, however, we have had to look hard for suppliers. 


There 3re presently 28 companies providing single year commercial storage 
services for the government. Though there are over 100 firms on our mailing lists 
for all locations, in most areas the likely suppliers ere very few. 


Most of our single year commercial storage contracts are for the use of 
existing storage. Occasionally, however, we have a requiremert in an area where 
there is not sufficient existing storage. Then, in order for the contractor to 
perform the services necessary in providing storage for’the government, he must 
first build the tanks. Although the contract. calls for storage services only, 
we recognize in the negotiations the contractor's costs of construction. Of our 
4l single year commercial storage contracts, 6 have some element of construction 
costs included in their service charges. 


IV. MULTI-YEAR COMMERCIAL STORAGE 


We have eight multi-year commercial storage contracts. These are the result 
of requirements for storage in ercas where there was no existing storage and where 
no commercial requiremerts for petroleum storage were foreseen. Because of the 


PROCUREMENT OF SERVICES 


by 


Colonel S. 0. Benner, USAF 


INTRODUCTION 


In addition to buying petroleum products described by Capt. Stafford, the 
Defense Petroleum Supply Center buys services connected with petroleum. We procure 
these services on behalf of the Army, Navy, and Air Force, and we let contracts 
throughout the world. We presently are administering some 140 contracts: (flash 
slide 1) the chart shows the concentration of the 118 contracts we have in the 
States. I'll show you the overseas locations later. 


Our buying programs cover several different types of services. They include 
the operation of government -owned terminals; commercial storage services; drum 
and container filling; laboratory testing; re-refining; aircraft refueling; and 
miscellaneous services, such as the blending of anti-icing additive into government- 
owned jet fuel. 


Many of you presently have service comvracts with the center and are providing 
the Military with excellent services. Many of you are potential suppliers. In 
some of our programs there isn't much compe cition. I would like to describe the 
services involved in each program in hope of developing more industry interest. 


II. COVERNMENT-OWNED TERMINALS 


(Flash slide 2) one of our programs is for the operation of bulk storage 
terminals owned by the Air Force. The contracts under this program are usually 
for 12 months, but with the starting dates staggered throughout the year. The 
contracts are let by formal advertising and are reserved for small business. We 
presently contract for the operation of 10 of these terminals, as shown on the 
chart. The terminals range in size from 100,000 barrels at Tacoma, Washington, 
to 1,200,000 barrels at Tiverton, Rhode Island. 


In operating these terminals, the contractor performs all the services incident 
to receiving, storing, and shipping government -owned fuel, plus everyday house- 
keeping and maintenance of the facility itself. Except for the small tools re- 
quired in maintenance, little fixed investment is necessary. Basically, the 
contractor provides the personnel necessary for all terminal operations. This 
might include only a terminal superintend:.*, several operators, and a guard. 


For the operation of all 10 terminals, the government pays some $EI2 , 090 
a year. At present, we have 47 companies on our mailing list for this program, 
but many are not active bidders. All of the contracts are presently divided 
among only 4 companies. 


TIT. COMMERCIAL TERMINALS 


A second buying program in the service contracts division is for storage 
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the world for U.S. government planes, either civilian or military. These contracts 
will be found in far away places such as Addis Ababa in Ethopia or Christchurch 

in New Zealand. We also have what we call world-wide bunkering contracts. These 
are the surface ship counterparts of the into-plane contracts. Everywhere that 
U.S. Navy ships or MSTS ships are likely to go we have anticipated their fuel 
requirements with a contract which enables them to be refueled and serviced. 


This in brief is how DPSC furnishes petroleum support to the U.S. Armed 
Forces. 
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December of each year and DPSC makes contracts for six months periods, April through 
Sentember and October through March. We have an annual import quota of clean 
product. of about 12 million barrels and we apply JP-4 against this quota. 


Now let us look at our overseas procurement. In other presentations you 
have been told that our annual volume of procurement is in excess of one billion 
dollars. About three hundred million of this is for overseas procurement. Over- 
ceas procurement is defined as procurement from an overseas scurce of supply; 
however, it should be emphasized that the majority of these procurements are from 
American firms doing business abroad. 


The source of supply for our forces overseas are the Caribbean, the Near 
East, local sources within the foreign countries themselves and in the case of 
aviation gasoline the United States. 


Let us consider the various areas of the world requiring petroleum support. 
First, the European Area comprising the 'mited Kingdom, France, Germany and Spain. 
In Great Britain there is a British-owned pipeline extending throuchout the country 
where most of our bases are located and product is delivered through this line. 
Contract coverage has been arranged for those bases that cannot be served by the 
pipeline. . 


Our forces in France and Germany are supplied by a U.S. operated pipeline 
extending from Donges, near Saint Nazaire on the Atlantic Coast of France, to 
Germany. as in Great Britain, these lozations that cannot be supported by the 
pipeline are serviced by other means. 


The United States Forces in Spain also receive their product by U.S. operated 
pipeline. The terminal for this line is at Rota near Cadiz on the Atlantic Coast 
of Spain. 


In the Mediterranean Area we have forces in the interior of Italy, Greece 
and Turkey and tac S!XTH fleet is based at Naples. The bases are supplied by 
local delivery within those countries and to a limited extent from refineries 
in the Near East. A long-term contract for Navy Special and JP-5 with an 
American refiner in Italy meets the needs of the U.S. SIXTH Fleet in the Mediterranean. 


Turning now to the Far Pacific, our forces in that area of the world are 
supplied from refineries in the Near East. The requirements for our Army in 
Korea for the SEVENTH Fleet in Formosa Straits and for the U.S. Air Force in 
the Far Pacific are satisfied largely through deliveries of product to storage 
locations in Japan, the Philippines, Okinawa, Guam, etc. 


We have covered most of the areas of the world except our military installa- 
tione North of the U.S. border. Those located in the interior of Canada are servic- 
ed principally by Canadian firms on 4 post.-camp-and-station basis. Requirements 
for Labrador, Newfoundland, Greenland -and lceland come almost entirely from the 
Caribbean. 


There are two sdditional types of contract coverage quite essential to our 
needs that I have not mentioned. One of these is the into-plane contract. This 
ig merely another neme for refueling service at commercial airports throughout 


PROCUREMENT OF PRODUCTS 
by 
Captain 0. W. Stcfford, Sc, USN 
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Our basic tool for supplying petroleum product to the Armed Forces is what 
we call an open-end contract. Simply stated an open-end contract is a document 
which permits the using activities within the Services to order directly from the 
contractors what they need when they need it. The Military Services give DPSC 
the estimated quantities and using locations and these in turn form the basis for 
awarding the open-end contracts. 


For purposes of discussion, our procurement effort is divided into two 
parts: Domestic and Overseas. First, we will discuss domestic procurement. 


Insofar as practicable, we take advantage of the vast commercial distribution 
system for petroleum product that exists in the United States. One of the documents 
we use for this purpose is called a post-camp-and-station contract. This contract 
permits the using activity, large or small, to order its motor gasoline, diesel 
oil, kerosene, and heating oil from a local source of supply as the need arises. 

A similar arrangement is in effect for supplying lubricating oils and greases. 


We are obliged to use a different system of supply for our ships and planes. 
Although some features of the post -camp-and-station arrangement are retained, 
the supplying of ships and planes is largely accomplished through centralized 
ordering within the Services for delivery to government -owned or government - 
controlled terminals. 


Navy Special, as many of you know, is the fuel oil for our ships. It is a 
specification product made especially for us. At the seaports where we have no 
facilities for refueling ships, we contract for Navy Special delivered into our 
vessels. However, the bulk of Navy Special is bought for government-owned 
coastal terminals. We have an annual import quota of about one and one-quarter 
million barrels of black product and we apply Navy Special against this quota. 


Turning now to aviation requirements we have three principal aviation fuels: 
JP-4 jet fuel used almost exclusively by the Air Force; JP-5 used by the Navy, 
and 115/145 aviation gasoline used by all the Services. To give you some conception 
of the procurement and distribution pattern I have selected JP-4 for comment. 
Any one of the three fuels would serve but JP-4 has more of an appeal because of 
the volume and because of the industry-wide interest in this product. 


We buy JP-4 for domestic use twice a year by means of advertised procurement. 
The volume is tremendous by any standards: the last two procurements have each 
been for about 55 million barrels of product. In these days of millions and 
billions we tend to lose our perspective. In terms of tank cars, our semi-annual 
procurement of 55 million barrels of Jp-4 would form a train reaching from Washington 
D.C. to Chicago. 


The requirements pattern for JP-4% calls for delivery to ocean terminals, 
barge terminals, pipeline terminals and for other large voluwne locations as well 
as to the smaller installations. The Services submit requisitions in June and 
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FISCAL YEAR 1962 
317,816,000 BBLS 


OFFSHORE 401 _ FISCAL YEAR 1961 

SHUTTLES 339 

mi$C. 33 279,871,000 BBLS 
TOTAL F735 


Page 3 


E Vlae 


,nitude of the management of tanker operations. 

. of tankers. I wish to emphasize that we move 
4 Gulf to the East Coast of the United States, and 
iit, in addition to movement to the overseas areas. 


+, as depicted by this Chart, that because of the 

and we like to say as a result of better efficiency 

. + more product for less money. The average volume 
years of products procured has been 2838 million barrels 


“ the Procurement Dollar 


“ent dollar, where does the money go? This Chart 
' .n volume and cost per gallon, the amount that we 


*he defense dollar for procurement by major product. 


“Tement from the dollar point of view, and this Chart 
‘te amount of volume by product of the average of 288 


Mee, 
cur scope of operations, unlike other Commodity Centers, 


-iters of the United States.. In carrying out these re- 
‘he commodity of petroleum, we have petroleum organiza- 
. nese organizations are called Joint Petroleum Offices, 

+ Joint Chiefs of Staff because of the vital importance 
1! support to the Unif‘ed Commanders. The officers on 
: o mmander provide logistical support planning, and direct 
:«*roleum for support of the theater mission. The Offices 
-—terg of the four Military Services. They act as the 
- - demands on DPSC for petroleum prodrcts developed by 

int consolidated by the Unified Commaader to meet ‘he 

= required for support of Military Forces in the overseas 


~'roleum supply chain from initial determination of require- 
1. ships, aireraft, tanks and trucks around the globe 

tonal links. The strength of this petroleum supply chain 
!%s toughness and flexibility are attributable to the 

~ n and women in the Government organizations and the 


\ 


Passe 2 E 7 Zs 


First. the coope of our commodity gesignment is presently limited to Sie 
extent. that neither ownership nor funding by a single stock fund is provided 
the manacement. of a1] petroleum products. We do not compute new requiremen<s; 
do we exercise stu: financing. These functions are still the responsiblity cz 
the individual services. However, in Voy 1961, the Deputy Secretary of Defense 
assigned the responsibility for centralized management including stock funding = 
packaged petroleum products, some 938 items - lubricants, grease, oil, etc. we 
are in the process of finalizing our procedures for this responsiblity which we 
will implement. 1 October 1962. 


Secondly, we differ in our scope of operations from other Commodity Centers 
in that our responsibility does not end at the waters edge of the Continental U.S. 
We procure, furnish services, end distribute petroleum products on a world-wide 
basis. 1 will elaborate on this lster in the briefing. 
(2) The principal ‘unctions assinged are to - 

1. Conduct world-wide procurement of products for the Military Services and 
some other non-Military Government Agencies. 


2. Determine source of product for Army and Navy, arrange tanker transportation 


and place Army/t'avy Luls orders for overseas and East Coast requirements. 

3. Coordinate interservice supply support (world-wide responsibility). 
u. Contract tor storage and services. 
5. Direct the procurement inspection program. 
6. & rdinate cataloging. 
7. Coordirato ctendardization nationally and internatione ly (NATO). 
8. Coordinete petroleum treining, end 


st 


tner' , o-ernmental Agencies involved in petroleum 
DDFs. Orranization end Functions 
UFov Yrganization 


To carry out our responsibilities we are presently authorized 212 civilians 
and 22 officers Recently we have uniergene 4 reorganization to afford a better 
posture for ascumption of these increased responsibilities. 

Planning end Comptroller Funct.ions have been combined under a single division. 

I wish to point out thst the funct ion of industrial mobilization planning is 
retained by the Office of Petroleum Logistics Policy headed by Admiral Biggss- 
Procurement. Functions are divided between our Purchase Division, which contracts 
for products, snd the Service Contrects Division, which contracts for services 
connected with storage, dispensing and testing of petroleum products, etc. 


Total world-wide military petroleum requirements during Fiscal Year 1962 rose 
to a post World War II pesk of 327.8 million barrels of product. This vast 
military usage is equivalent to & consumption of over 70 gallons of petroleum 
for each man, woman and child in the Jnited States. 


Domestic military aviation fuel consumption accounts for approximately 66 
per cent of all jet fuel and 51 per cent of all aviation gasoline used in the 
tmited Stetles. . 
Distribution is responsible for coordinsting the management in conjunction with 
MSTS and the Services of bulk petroleum movements by tanker. These movements 
constitute approximately 50% of our procurement . 
Technical. Under our Technicel Division ere centered the responsibilities for 
cataloging, standardization, procurement inspection and quality control, and 
technical support to the oversees commanis. I feel that we have made enviable pro- 
gress in stendardization with an item reduction of approximately 40% since s7. 


- the Comnodity Merager on packaged petroleum products 1 October 194) 


LONG TERM DEBT AND CAPITAL STOCK 
PUERTO RICO OIL AND PETROCHEMICAL 


COMPANY 


LONG TERM DEBT: 


6% Sinking Fund Debentures * 
due December 31, 1977 


--- $34,000,000 


6% Sinking Fund Debentures * -e- $34,000,000 


due December 31, 1982 


* With Warrents Attached 


COMMON STOCK: 


Public Offering @ $1.00 * --- $11,000,000 


$79,000,000 


* Authorized and Issued: 15,000,000 shares of which 11,000,000 constitutes 
the Public Offering, first in Puerto Rico, for 60 days, 


and then open to outside areas. The balance of 
4,000,000 shares to management . 


In setting forth this plan for financing, the continuation of current market conditions 


is assumed. in addition, a contingency fund of 20% hes been provided for the 


unforseen . 


The Commonwealth wiil provide the plant site and all area facilities which 
‘ will be used jointly with others. The company will provide those facilities 
which it will use exclusively, including the off-shore tanker berths. The 


Commonwealth will lease the plant site to the company. 


Ee tar 


PHILLIPS PETROLEUM COMPANY 


BARTLESVILLE, OKLAHOMA 


November 13, 1962 


" grancey Lcaanco 
PRESIOCNT 


Prudential Oi! Corporation 
21 West Putnam 
Greenwich, Connecticut 


Attn: Mr. N..M. Shippee, Chairman 
Gentlemen: 


In coanection with the Puerto Rico Oil and Petrochemical Company's 
petrochemical complex to be bui It in Puerto Rico, Phillips Petroleum Company 
is prepored to: 


1 < Furnish 30,000 to 60,000 barrels per day of crude oil for charge stock; 


2 - Purchase the refined petroleum products not consumed in the petro- 
chemical operations; 


3 = Counsel with you and assist, if you wish, in the design and construction 
and operation of the proposed facilities. 


Whenever you desire, we shall be g' id to have our representative work with 
you to negotiate and complete contracts. 


Very truly yours, 


MONSANTO GIEEMIGAL CoxIpany 
By pir s atiomm Division 3 1 ‘ 2 9 


noo Nowra Lisnanwan Bort evap 
St. Loctite OG, Missornt 


November 19, )962 


Mr. E. J. Willey 
Prudential 011 Corporation 
21 West Putnam Avenue 
Greenwich, Connecticut 


Dear Mr. Willey: 
Your letter of November 12 i:a5 been rerteived. 


de do have a potential reyuivement for 2 waxy Deed 
stock for petrochemical manufacture. Heweve:, <:. 
material wil] be utilizea ‘mn our permdiac peusees 
only if: 


i yuaiity satisfactory 

2 Price within specified lini.s 

3 \vailability clearly detesmined 
: within next few montis. 


If these conditions cannot be met, our project wis. 
move in a completely differen!) manner, involving J 
ferent raw materials. 


The desired waxy feedstock should: 


a) Be a 600-900°F. vacuum distillate 

b) Contain 30% wax 

c) Be as low in sulfur as possible 

é Pass a final evaluation in our process. 


If successful in “putting together” an operation based 
on such a feed, 15,000-20,000 bbl./day of the distillate 
would be required. . 


Mr. E. J. Willey 
November 19, 1962 
Page 2 


We would certainly be interested in evaluating a 
sample of any proposed raw material. If whole crude 
is furnished, a five-gallon quantity would be needed; 
if 8 gph cut can be supplied (this is more de- 
sirable), one-gallon would be sufficient. In either 
event, sample should be shipped to: 


Dr. Bb. L. witaians 
Monsanto Chemical Company 
Texas City, Texas 


We should receive several weeks' advance notice on 
any shipments. 


Your interest in working with us is appreciated; of 
particular interest is your statement that our pricing 
requirement can be met. We will look forward to hearing 
from you further. 


SAncerely, 


4 | Onn’ Legis ) 
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PROCESSING AND ECONOMIC DATA 


FOR A PROPOSED PUERTO RICO REFINERY 


INTRODUCTION 


The primary purpose of tris study is to act as an aid in the inveati- 
gation of the general economics and technology of a proposed 60, 000 barrels 
per day (BPD) refinery processing a typical Venezuelan crude to produce 
normal petroleum fuels as well as the maximum feasible quantity of petro- 
chemical raw materials and intermediates. 


Included in this report are tables showing the operating cost and ex- 
penees, profitabilities and yield estimates of the various process units 
utilized in the original scheme and addendum thereto. Also, a general 
description of the processes with their flow diagrams are present. 


The attached process and economic study is largely based on infor- 
mation developed and processed by Universal in regards to Puerto Rico. 
However, while the study has been prepared by us in accordance with 
established engincering practice and is useful in evaluating the proposed 
refinery and operations, it does not constitute any warranty, representa- 
tion or guarantee with respect thereto. Itis understood that Universal Oil 
Products Company's name shall not be used in connection with any pro-- 
spectus or securities registration statement to be filed by your company 
with any governmental agency. 


Product Price 


Premium Gasoline 
Regular Gasoline 
No. 1 Fuel Oil 
No. 2 Fuel Oil 
No. 6 Fuel Oil 
Pitch 

L-P.G. (C3) 
Mixed C3's 

Mixed C)'s 
Bengerie 

Toluene 

Cg Aromatics 
Raffinate 
Naphthalene, ¢/# 


Operating Costs 


In constructing the operating costs for a Puerto Rican 
rofinery various costs such as labor, utilities, fringe 
benefits, operating personnel requirements as effected by 
local labor efficiency, and other associated costs were taken 
into general-consideration based on knowledge from current 
similar operations present in Puerto Rico. 


Estimated Process and Offsites Investment 

The estimated capital investment for process and 
offsites facilities of the proposed schemes are based on 
curve estimates of current day costs of similar equipment 
erected at a U.S. Gulf Coast location. These cost estimates 
are subject to precise design definition; however, they are 
sufficiently accurate for planning purposes. There may be 
some question arise as to the differences that construction 
costs would be lower in Puerto Rico than the United States 
Gulf Coast. It is believed that all major items of equipment 
will be shipped in from the U.S. which will increase material 
costs somewhat over Gulf Coast prices. Labor prices are lower 
in Puerto Rico but considering the available pool of skilled 
labor in Puerto Rico to construct a 60,000 BSD refinery is 
quite «mall. A construction firm would need to import 
continentals to supply the skill job classifications. This 
labor cost as well as somewhat higher material costs should 
just about equalize capital ‘nvestment in Puerto Rico to 
that at the U.S. Gulf Coast location. 


E T7233 


Yield Estimates 


The exactness of the yield estimates shown throughout 
are adequate for the purposes of this report, but will 
require confirmation for precise process designs. Depending 
on the final settlement of the type of crude to process and 
type of products to be produced will determine the process 
scheme as well as more precise yield. 


In order to provide the highest reasonable degree of 
accuracy in the estimates made through this report, the 
respective product distribution and erected cost are based 
upon processes licensed by Universal Oil Products Company. 
Specific processes of the same general type will experience 
somewhat different product distribution and erected cost. 
Because of our greater familiarity with the specific 
capability and cost factors of these processes as compared 
with competing processes, the estimates shown in this report 
are based on processes as follows: 


Specific UOP Process Used as 
Basis for Evaluation 


Fluid Catalytic Cracking Process Unit (F.C.C.) 
UOP Catalytic Condensation Process Unit 

UOP 'HF' Alkylation Process Unit 

UOP Platforming Process Unit 

Unifining Process Unit 

Udex Process Unit 

Hydeal Process Unit 

UOP Merox Process Unit 


Other non-licensed processes and offsite facilities 
are the type that Universal has had many years of commercial 
experience in the design and economic evaluation. 
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Site Investigation Trip to San Juan 


On February 20, 1962, a preliminary site survey was 
conducted in Puerto Rico. 


The following are comments and general findings on 
the various locations viewed from the aerial and motor trip: 


The north and east coasts of the island were ruled 


out due to lack of suitable unoccupied port sites. San Juan 


is already the site of one petroleum refinery and Roosevelt 
Roads is a U.S. Naval & Missile Base. Furthermore, the 
prevailing winds are northeasterly. 


Five port sites were selected for consideration on the 
east, south and west coasts of the island, namely, Puerto 
Yabucoa, Bahia de Jobos (Central Aguirre), Bahia de Guayanilla, 
Bahia de Guanica and Bahia de Anasco. Each of these prospective 
sites will be discussed in detail. 


Puerto Yabucoa 


Playa de Guayanes is a small town serving as a port 
for Yabucoa located five miles inland. Yabucoa has a popula- 
tion of 5,300 with general stores, two small hotels, é hospital 
and telephone and telegraph facilities. San Juan is located 
50 miles northwest by highway. The sugar industry furnishes 
business for the town and port. Only vessels of 14-foot draft 
or less can enter the harbor and the passage is difficult. 
Vessels navigate in and out of the harbor during ¢xylight hours 
only. Strong northeasterly afternoon breezes make two anchors 
on a vessel necessary. Deep water is 1700 yards off shore and 
urnrotected from the weather. The bay is two miles wide with 
numerous reefs and sunken rocks. An extended area of level, 
firm ground runs back from the bay to Yabucoa. 


Bahia de Jobos 


The harbor of Bahia de Jobos consists of an anchorage 
5 miles long and varying in width from 1/2 mile to 1 mile. 
However, only 50% of this area is of a depth of 23 feet or 
greater. The bottom is soft and ships’ anchors would drag 
during a hurricane. The land surrounding this harbor is low- 
lying and swampy. However, farther inland there are extended 
areas of level, firm ground. 


The town of Central Aguirre located on Bahia de Jobos 
has a population of 3,000 with telephone and telegraph services. 
The sugar industry has a pier here 1,300 feet long. Vessels 
drawing up to 23 feet can berth on either side of it. 


~ Bahia de Guayanilla 


Bahia de Guayanilla, located 7~1/2 miles west of 
Ponce, is the largest hurricane harbor, and one of the best 
in Puerto Rico. It can accommodate vessels of 40 feet draft 
or less. Commonwealth Oil Refining Company and Texas Company 
have wharves in this bay. 


The town of Guayanilla with a population of 2,000 to 
3,000 is located two miles inland and has nce urban facilities. 
The limited amount of level ground between the bay and the 
town is rather low-lying for refinery construction. 
Punta Verraco, a point of land 1/2 mile wide and 1-1/2 miles 
long extending eastward outside the bay has no level land 
areas suitable for a refinery site without considerably 
land-leveling or benching and in time the area might prove 
to be rather cramped. Furthermore, a state forest is located 
just west of the bay and as a recreational resort might cause 
public relations problems for a petroleum refinery at some 
future date. The city of Fonce is located 12 miles to the 
east. 


Bahia de Guanica 


Bahia de Cuanica is a good, natural harbor but too 
small and shallow for the berthing of oil tankers. Two small 
towns are located on the bay, Ensenada and Guanica. Each has 
a population of about 4,000 to 5,000. Telephone and telegraph 
services are available at both towns. 


Bahia de Anasco 


Bahia de Anasco is on the west coast of the island 
facing Mora Passage. Deep water runs in close to shore. In 
one area the water is 48 feet deep within 300 yards of the 
shore line. (This 48 feet depth area should be checked by 
sounding to confirm the hydrographic map.) On shore, extended 
areas of firm, level ground are available for choosing a 
refinery site, also electrical transmission lines run through 
this area. Judging from the lay of land sufficient fresh 
water should be available from water wells. However, in ‘case 
additional water should be recessary, water reservoirs could 
be constructed without great difficulty in the hilly country 
just north of Bahia de Anasco. 


. The town of Anasco with a population of 3,500 is located 
. miles to the east of the bay and the city of Mayaguez with a 
population of 50,000 to 60,0C0 is located 12 miles to the south 
of the bay. Mayaguez has a shipping terminal that can accom- 
modate vessels of 30 feet draft. This shipping terminal has a 
wharf 1200 feet long equipped with a shed 800 feet long by 60 
feet wide plus various pieces of modern equipment for the 
mechanical handling of cargo. 
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Mayaguez has a number of st»ores and shops, two good 
hotels, telephone and telegraph service, an airport serviced 
by scheduled airline flights, pius a branch of the University 
of Puerto Rico. San Juan is 118 miles away by coastal 
highway. On Punta Higuero, 10 miles north of the bay, is 
a nuclear reactor in the construction stage. 


After deliberating over the advantages and dis- 
advantages of the five above-mentioned possible sites fora 
petroleum refinery, we believe that the Anasco Bay area 
should be chosen for the following reasons: 


(1) A large area of firm, level land from which to choose 
a refinery site without pre-empting established 
settled areas. 


(2) A bay which can be without difficulty fitted out with 
oil tanker berthing facilities. 


(3) Likelihood of a good supply of fresh water. 


(4) A petroleum refinery located here would be close to 
two centers of population = the town of Anasco and 
the city of Mayaguez. With these two centers of 
population nearby a ready-made labor market is at 
hand - already housed. 


The fact that there is a branch of the University 
of Puerto Rico in Mayaguez might be of interest to 
permanent refinery employees. 


Mayaguez has a suitable port for unloading construction 
material ard refinery equipment with only a short haul 
to the refinery site. 


A petroleum refinery located on Bahia de Anasco would 
be in a favorable position to fuel ships sailing the 
Mona Passage. 


The area around Mayaguez and Bahia de Anasco has been 
by-passed by the rising tide of Puerto Rico economic 
development which is so evident at San Juan and Ponce. 


This area is serviced by a regularly scheduled airline 
as well as chartered flights. 


The area has a modern highway traversing it, backed up 
by a substantial secondary road system. 
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(11) Electrical power transmission lines run through 
this area with the power generating stations not 
too far away. 


The only disadvantages that a petroleum refinery 
located near Bahia de Anasco would have is the fact that oil 
tankers serving the refinery would not have the protection 
of a suitable harbor like Bahia de Guayanilla. 


A petroleum refinery located on Bahia de Guayanilla 
would have many of the same advantages listed for Bahia de 
Anasco, namely: 

(1) It would be located close to a large center of 
population - the city of Ponce with a population 

of 100,000 to 110,000. 

(2) Ponce has good port facilities. 


(3) The area is served by a regularly scheduled airline 
as well as chartered flights. 


(4) The area has a modern highway system. 


(5) Electrical power generating stations are in the 
area. 


(@) The Bahia de Guayanilla is an excellent harbor. 


The disadvantages of locating a petroleum refinery in 
the Bahia de Guayanilia would be two: 


(1) The smaller area of firm, level ground from which 
to choose a refinery site. 


(2) The question of a good supply of fresh water must be 
investigated. 


After reviewing the advantages and disadvantages of 
these two areas - Bahia de Anasco and Bahia de Guayanilla - 
it is apparent that the choice of a site hinges on whether 
oil tanker berthing facilities at Bahia de Anasco would cost 
a great deal more than similar facilities at Bahia de 
Guayanilla and, also, whether the Commonwealth of Puerto Rico 
wishes a further concentration of industry around Ponce or 
give the economy in the area around Bahia de Anasco and 
the city of Mayaguez a lift. 


On Stream Time 


345 stream days per year have been used giving a 95% on stream 
efficiency. For example, 60,000 barrels per stream day (BSD) of crude 
charge to the crude unit is 57,000 barrels per calendar day (BCD). The 
other 20 days left in the year are for process maintenance. 


Utilities 


Electricity - Assume purchase of power from Puerto Rico 
Water Resources Authority. 


Refinery Fuel - Refinery fuel gases praiuced from the various 
is processing units with the supplement require- 
ments made up by using visbreaker pitch. 
Gaseous fuel defici=ncy would be made up by 
the pitch, which would be used preferably in 
the atmospheric,and vacuum distillation and 
visbreaking unit. 


Water Supply - A potable water supply for refinery sanitary 
facilities and steam boiler make-up is assumed 
to be obtained from fresh water wells. Pro- 
cess cooling water will be sea water. 


Steam Generating Facilities - Sufficient refinery steam generat- 
ing facilities have been provided even in the 
cases where a process having waste heat- 
steam generation facilities may be upset. 


Inventories - Crude and Products 


Since crude and product inventories tie up a large dollar value ina 
refinery of 60,000 BSD capacity, a strict control and review should set 
policy on this matter. It is assumed that crude inventory is twenty days for this 
size refinery. A leasing of super tankers to handle crude delivery should be 
investigated. A round trip for crude delivery by super tanker is considered 
about 5-8 days between Venezuela and Puerto Rico. 
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A thorough investigation of the pitch and LPG local markets will 
aid in determining the economics of supplementary refinery fuel gas with 
either pitch or LPG. Large LPG inventories can be costly from the 
storage standpoint. 


Acquirement of Total Capital Investment 


The total capital investment was as sumed to be raised by the follow- 
ing means as stipulated by Omega Management, Incorporated. 


20% of capital investment will be equity capital 
80% of capital investment will be convertible sinking funds de- 
bentures, 6% interest rate, 20-year term. 


In determining the economics of their study, it was as sumed that the 
yearly sinking fund payment is 1/20 of the total debentures. Yearly pay- 
ment is made at the end of the year and from income after taxes. The 6% 
interest rate on the sinking fund debentures is one the year beginning un- 
paid balance of debentures. 


Equity capital is in the form of common stock. 


Income and Prope rty Tax 


During the first ten years of the proposed cases no corporate in- 
come or property tax is due. The rates used after that are based on the 
current rates as developed by the Department of the Treasury, Common- 
wealth of Puerto Rico and listed in "What You Should Know Abcut Taxes 
in Puerto Rico", 1961 edition. 


Depreciation Rates and Items 


Depreciation rates and items used in the economics of their study 
are considered normal for a typical refinery. However, there are always 
extremes from the average for various reasons and is determined by 
company policy, within government regulations. 


Process and offsites facilities and starting capital are considered 
the depreciable items. Depreciation rate is as follows: 


Process capital - straight line on 15 years life - 10% salvage 
value 


Offsites capital - straight line on 20 years life - 10% salvage 
value 


Startup capital - straight line on 10 years life. 
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BASIC CONSIDERATIONS 


yom 


In performing the study certain assumptions were made and 
are listed in this section under various categories. 


yo’ Crude Oil] Supply and Price 


In reviewing the crude oils that are available from Venezuela, 
several crudes were found to be typical and in sufficient production 
quantity that could supply the needs of the proposed refinery. For this 
study, a Venezuelan crude known as Tia Juana Medium crude was used. 
This crude is believed to be available for long term contracts. A laid- 
in price at the refinery for this crude was taken at $2. 35/bbl, 


Product Market and Prices 


The quantity of petroleum products produced from a 60, 000 BSD 
refinery located in Puerto Rico were assumed to be, to a great extent, 
>orted out of the country to the east coast markets of the United States. 
_ Current output of the two refineries presently in Puerto Rico far out- 
distances current and future cemands of petroleum fuel for local market 
consumption. A relatively high percentage of the current refinery out- 
puts are exported to the east coast markets. The assumption was also 
made with petrochemical raw materials and intermediates although joint 
ventures or future petrochemical expansion would limit the export of 
petrochemicals so derived. 


Therefore, all petroleurn fael products and petrochemical mate- 
rial were assumed to have sufficient export and local markets to absorb 
all production quantities. It is suggested than an organization contem- 
plating entering in the refining or petrochemical industry should make a 
close examination to determine their market position as to the type of 
products and quantities they wish to handle under long term manufactur- 
ing contracts. 

@ 

Product prices used in the study are believed to be those gen- 
erally applicable to those received at the refinery gates in the Puerto Rico 
area. They are a combination of local market prices and export market 
prices. i 
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PROCESS DESCRIPTION AND YIELDS 


INTRODUCTION 


Block flow diagram No. 76845-C-O shows the general processing 
scheme that is utilized in this case. The main considerations were to design 
a refinery with a maximum of flexibility to produce normal ) etroleum fuels 
and a maximum of petrochemicals and petrochemical feedstocks. The flexi- 
bility of design is required to provides additional petrochemicals and petro- 
chemical feedstocks in the future. 


7) ul —— é iene 
} : The process flow is described below: ~~ 


eel 
CRUDE DESALTING 


While the crude used for this study does not show an appreciable 
amount of salt, electrical desalting equipment is provided to enable crudes 
to be processed, which are less satisfactory in this regard. 


ATMOSPHERIC DISTILLATION 


In this scheme one 60,000 BSD unit is considered rather than the 
possibility of two smaller units of 30,000 BSD capacity each. 


Preflashing or prefractionation is chosen to give the most economical 
use of heat. <A light straight run stabilizer is provided. The Tia Juana 
Medium light straight run in particular needs to be stabilized and while the 
stabilizer could be omitted with the light straight run stabilized in the FCC 
Gas Recovery unit, this would reduce operating flexibility. Only one grade | 
of gasoline then could be produced. . 


A light naphtha, 165-270°F., is taken overhead from the atmos- 
pheric crude column and is processed in a Unifiner for sulfur removal and 
is further processed as described later. A heavy naphtha, 270-450°F., is 
taken as a side stream from the crude column and is processed in a Uni- 
finer for sulfur rernoval and to further proces sing as deacribed later. A 

_ middle distillate (450-650°) is taken as a side stream from the crude tower, 
processed in a Unifiner for sulfur reduction and sent fo storage as a 
finished product. The reduced crude from the bottom of the crude tower is 
sent to vacuum unit. 


VACUUM DISTILLATION 


The function of this uni is to prepare vacuum gas oil 
as charge to the FCC unit. It should be designed carefully 
to keep entrainment of asphalt from the gas oil to a minimum 
and thus at the same time keep the metal contaminants, 
harmful to the FCC operation, at a minimum in the FCC feed. 
The vacuum pitch obtained from the bottom of the vacuum unit 
is sent to the visbreaking unit. 


VISBREAKING UNIT 


Visbreaking is particularly advantageous in a dual 
process function. It prepares distillate stocks and at the 
same time reduces the viscosity of residual bottoms so that 
less cutback material is required to meet No. 6 fuel oil 
specification. Light materials from this operation are sent 
to FCC Gas Recovery system for recovery of the C3's and C,'s. 
The visbreaker gasoline is split into two fractions, a 
be a and a 270-400°F. material. Each fraction is joined 

th the respective virgin naphtha fraction, processed in a 
Unifiner for sulfur reduction and olefin saturation, and then 
to further processing as described later. The vacuum pitch 
is sold with cycle stock (FCC cycle oils) as No. 6 fuel oil 
or burned as a fuel within the refinery or by other industrial 
consumers close to the refinery. 


FLUID CATALYTIC CRACKING 
AND GAS RECOVERY UNITS 


This system of Catalytic Cracking has been chosen és it 
has been most widely accepted in the industry and is the most 
representative. The function of this unit is to convert heavy 
distillate oils into high octane gasoline and to reduce the 
overall refinery fuel oil production. Current designs are 
noted for simplicity, ease of operation anc low operating and 
investment costs. The process also gives good yields of mixed 
C3 and C, saturate and olefin compounds which can be used for 
a = aig catalytic condensation or for petrochemical inter- 
mediates, 


Charge stock for the FCC has been prepared by the vacuum 
unit. A conversion level of 70% has been used in this scheme 
for maximizing light olefin production. However, as mentioned 
in the introduction, if the pitch sales are not large, conversion 
level could be reduced for sufficient cycle oils to be produced 
for blending into No. 6 fuel oil. 


FLUID CATALYTIC CRACKING 
AND GAS RECOVERY UNITS (Cont'd) 


The gas recovery section (gas concentration) may 
receive, in addition to the light products from the FCC unit, 
light products from other refinery sources as straight run 
stabilizer overhead, Platforming debutanizer overhead and 
the visbreaking light material. The gas recovery section 
produces fuel gas, mixed C3'S and C,'s and a debutanized 
gasoline which is routed to the gasoline pool as a blending 
component. 


LIGHT AND HEAVY NAPHTHA UNIFINING UNITS 

An uncomplicated, easily operated process for eliminating 
sulfur, nitrogen and metallic impurities from petroleum — 
distillates, Unifining provides a simple and economical answer 
to an operating problem that is frequently difficult and 
costly to solve by other methods. Also Unifining will 
simultaneously saturate any olefin present in the feedstocks. 
Tt clearly removes impurities and prepares feedstocks of ideal 
‘properties for further processing. 


Unifining works particularly well in combination with 
Platforming. It is ideal for pretreating Platformer feedstocks 
and the excess hydrogen from the Platformer is an excellent, 
low cost hydrogen source for the unit. 


* The feed to each of the naphtha Unifiners is comprised 
of the respective boiling range virgin naphthas from the 
crude unit and the visbreaker gasolines. Sulfur reduction 
and olefin saturation occurs during this operation. Hydrogen 
required for these steps is received from the Platforming unit. 
H2S and light materials produced during Unifining are stripped ~ 
in the Unifiner stripper. The stripper bottoms then become 
charge to the Platforming unit. 


B-T=-X PLATFORMING AND 
HEAVY NAPHTHA PLATFORMING UNITS 

This is one of the most widely used processes in the 
refining industry. In operation on a broad scale it has 
proved to be practical and an economical process for upgrading 
low octane gasolines. 


Platformer feedstock is received from the Unifiner 
stripper. Processing conditions are selected so that a 
90 F-1 a Platformate is obtained from the Platformer 
debutanizer is routed to the gasoline pool as a high octane 


B-T=-X PLATFORMING AND 
HEAVY NAPHTHA PLATFORMING UNITS (Cont'd) 


blending component. The debutanizer overhead material is 
sent to the FCC recovery unit for recovery of propane, iso 
and normal butanes present in the streams. The net separator 
gas becomes a source of low cost hydrogen for the Unifinirg 
operation. 


Under proper operating conditions, Platforming fits 
well into the growing demand for petrochemicals as it is 
highly efficient for producing a material that contains 
aromatics such as benzene, toluene and xylenes and these can 
be readily extracted from the Flatformate. As in this scheme, 
a Unifined naphtha in the boiling range of 165-270°F. is the 
feedstock for B-T-X Platforming operations. A depentanized 
Platformate is obtained and this becomes feedstock to a Udex 
unit as described later. A Cs5's and C,'s fraction is re- 
covered and sent to the gasoline pool as a blending component. 
The depropanizer overhead material is sent to the FCC gas 
recovery unit for recovery of propane. The net separator 
gas becomes a source of low cost hydrogen for the Unifining 
operation. 


Within a recent period, under proper operating conditions, 
it has been found that the Platforming process may produce a 
material from which naphthalene could be derived. As in this 
scheme, a Unifined naphtha in the boiling range of 270=-150°F. 
is the feedstock for heavy naphtha Platforming >perations. 
A total depropanized Platformate is obtained which is rerun 
into a C,-390°F. and a 390-E.P.°F. fraction. The C,-390°F. 
fraction is routed to the gasoline pool as a blending component. 
The 390°~E.P. fraction becomes a feedstock for further processing 
as described later for naphthalene production. The depropanizer 
overhead material is sent to the FCC gas recovery unit for 
recovery of propane. The net separator gas becomes a source 
of low cost hydrogen for the naphthalene operation. 


DISTILLATE UNIFINING 


This proposed method of distillate treating, where 
hydrogen is available, is based on Universal's considerable 
experience in the Unifining of distillate oils. Sulfur 
reduction to meet specifications is the prime function of this 
operation and the required reduction is readily obtained. 


DISTILLATE UNIFINING (Cont'd) 


The middle virgin distillate (450-650°F.) as obtained 
from the crude column combines with a necessary portion of 
the B-T-X Platformer net separator gas and after heating 
passes into the Unifiner reactor system. Sulfur reduction 
in the distillate fraction is the prime purpose of this 
operation. The product after the Unifiner reactor is stripped 
and rerun to meet flash point specification to give a product 
as No. 2 fuel oil. 


UDEX EXTRACTION AND B-T-X RECOVERY UNIT 


The Udex process is designed to prepare high purity 
aromatics from catalytic reformate. The Udex process has been 
proved commercially to be an outstanding method for the 
preperation of aromatics of purities not previously attained. 
The aromatic products of the Udex process will not only meet 
the established ASTM nitration grade specifications but will 
exceed them, Nitration grade benzene has a minimum solidifi- 
cation point of 4.85°C. The benzene produced commercially 
from catalytic reformate processed in Udex units has 
consistently been well above the 5.40°C solidification point. 
The toluene fraction will have comparable freedom from 
paraffin impurities. High aromatic product purities are 
attained which maintains high recovery efficiencies. The 
benzene recovery efficiency attained in commercial Udex 
operation has been well above 99%. 


The feedstock for the Udex unit in this proposed scheme ~ 
is the depentanized Platformate obtained from the BeT=-X 5 
Platforming operation. Through the extraction step, the 
extract product so obtained has a high purity aromatic content. 


However, the extract contains traces of unsaturates, 
which would limit the purity of the final products and may 
also contain traces of residual non-hydrocarbon compounds which 
would spoil the acid-wash color test of the final products. 
To destroy these trace impurities the extract is processed 
through Attapuigas or similar clay before final distillation. 


UDEX EXTRACTION AND 
B-T-X KOCOVERY UNIT (Cont'd) 


Redistillation of the product is accomplished in three 
columns in succession making pure benzene aid toluene 
respectively as overhead products, a Cg aromatic fraction as 
overhead product and a Cg plus aromatics product off the 
bottom of the xylene column. 


The isomer distribution in the Cg aromatic fraction 
derived from petroleum stocks is approximately: 


Yol.g 


ethylbenzene 
p-xylene 
m-xy lene 
o-xylene 


The raffinate obtained from the extraction step is 
highly paraffinic and needs very little treatment before it 
- 4s sent to storage. It can be used as a low octane blending 
component, a jet fuel blending component, or a charge stock 


for an ethylene ‘cracking process. 


HYDE AL 


The Hydeal Process is a new process recently announced 
by Universal. This process is designed for the conversion of 
alkylbenzenes to benzene or alkylnaphthalenes to naphthalene. 


The Hydeal unit proposed for this scheme is designed 
to convert alkylnaphthalenes to naphthalene. Feedstock is 
derived from the Heavy Naphtha Platforming operation. The 
390-E.P.°F. Platformate fraction usually contains sufficient 
quantities of alkylnaphthalenes for economical conversion of 
these compounds into naphthalene. Also present in these 
feedstocks are some alkylbenzenes that are converted to 
benzene. The hydrogen source for this reaction is the net 
separator gas from the Heavy Naphtha Platforming operation. 


MEROX 


The UOP Merox Process is a fairly new process announced 
by Universal and is additional evidence of UOP's policy of pro- 
viding the refining industry with every means for a well-rounded, 

rofitable manufacturing operation. This process provides a 
ow cost operation fo: treating gasoline and lower boiling 
fractions for removal of mercaptans, or sweetening heavier 
stocks by converting mercaptans to disulfides. 
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ADDENDUM 


ISQMAX CASE 


An alternative scheme with respect to the base case 
considered in our study of April 13, 1962 is presented 
herewith. 


my The alternate case included the following changes 
‘ with respect to the base case: 


l. The Fluid Catalytic Cracking Process unit has 
been replaced by an Isomax Process unit. 


2. A hydrogen manufacturing plant has been added 
to satisfy hydrogen requirements for the 
Isomax Process unit. 


3. The aromatics producing facilities have been 
jnereased in size. Additional charge will be 
gasoline from the Isomax Process unit. 


The same general statements and assumptions as pre- 
sented in the base case apply to thie alternate case. 


Block flow diagram No. 76845-C shows the general 
processing scheme of the Isomax Case. The main considera- 


tio yere to produce normal petroleum fuels that will 
mee meral product specifications as well as producing 
peti ‘emicals. 


Attached tables I through XXII show economic and 
technical information on this alternate case. 


The scheme presented indicates a fairly good return 
a of common equity. It is estimated that a 60,000 B/D re- 
finery following this scheme can be built in Puerto Rico 
at a cost of about $68 million, including working capital 
and start-up expenses. This cost exceeds the hase case 
cost by $11 million. However, the payouts in both cases 
are similar and the net earnings on equity in the Isomax 
Case are over $9 million above the base case in a 20-year 


period. 


The alternate case offers the following additional 
advantages: 


1) The Isomax Process is characterized by an 
inherent ability to process a widely diversi- 
fied range of charging stocks. Included in 
the list are not only the virgin stocks vary- 
ing in boiling range from kerosenes to heavy 
vacuum gas oils, but thermal and catalytic 
cycle stocks as well. 


In addition to versatility as regards charg- 
ing stock Isomax is a very flexible process. 
Never before have refiners had such control 
over maximizing gasoline production or con- 
versely middle distillate production. This 
is particularly important in order to meet 
changing market demands. 


Due to the flexibility of Isomax, product 
inventories can be reduced. 


The naphtha produced in an Isomax unit is an 
excellent feedstock for Platforming to produce 
high grade gasoline and/or aromatics. ; 


High quality middle distillates are produced 
with Isomax. 


Table 
Table 
Table 
Table 
Table 
Table 
Table 
Table 
Table 
Table 
Table 
Table 
Table 
Table 
Table 
Table 
Table 
Table 
Table 
Table 
Table 
Table XXII 
Drawing No. 
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LIST 
Estimated 
Estimated 
Estimated 
Estimated 
Estimated 
Estimated 
Estimated 
Estimated 
Estimated 
Estimated 
Estimated 
Estimated 
Estimated 
Estimated 
Estimated 
Estimated 
Estimated 
Estimated 
Estimated 
Estimated 
Estimated 
Eetimated 


Net Operating Income 

Direct Operating Cost 
Utilities 

Personnel Requirements 
Personnel Requirements 

Process Investment 

Offsites Facilities Investment 
Initial Inventory Requirements 
Startup and Working Capital 


Total Investment 


Gross Manufacturing Margin 


Refinery Consolidated Yields 
Crude and Vacuum Unit Yields 
Visbreaking Yields 

B-T-X Platforming Yields 

UDEX Yields 

Heavy Naphtha Platforming Yields 
Naphthalene Hydeal Yields 

Isomax Yields 

Gas Concentration Unit Yields 
Gasoline Pool 


H2 Production and Consumption 


768:.5-C-Rev.0 


Block Flow Diagram of Normal Refinery Fuels 
and Petrochemicals. 
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TABLE Il 
ESTIMATED DIRECT OPERATING COST 


Refinery Labor 


Including Maintenance, Safety, Warehouse 
and Utilities 


Tetraethyl Lead 
Cost @ 0.25¢/cc T.E.L. 


Maintenance - Offsites and Process 


; Laboratory and Miscl. Supplies 


Catalyst 


(a) Isomax catalyst @ 30 bbls/lb per stage 
@ $1.60/Lb 
(bo) Platforming catalyst 
1. B-T-X Platformer - 50 bb1/1b 
2. Hvy.Naph.Platformer - 55 bbl/1b 
@ $3.45/1b net replacement 
(c) Unifining catalyst 
1. Naphtha Unifiner @ 200 bbl1/1b 
@ $1.60/1b 
2. Distillate Unifiner @ 200 bbl/lb 
@ $1.05/1b 
(d) Hydeal catalyst @ 5 bbl/1b @ $1.00/1b 


Total Catalyst 


Chemicals and Inhibitor 


(a) Gasoline additives 
1. Sweetening agent 3 lbs/1000 bbls 
@ $1.00/1b 
2. Corrosion inhibitor, 6 1bs/1000 bbls 
@ 39¢/1b 
3. Metal inhibitor 1 1b/1000 bbls 
@ $1.00/ib 


om 2m 
TABLE II (contd. ) 
TIMATED DIRECT OPERATING COST 


6. Chemicals and Inhibitor (contd.) 


(b) Corrosion inhibitor, ammonia, lime, amine, etc. 
@ 30¢/1b 

(c) Water treating, $1.50 per day/1000 GPM Circ. 

(d) Glycol @ 0.1 1b glycol/bbl of charge @ 17¢/1lb 

(e) Clay @ 0.5 lb clay/bbl of aromatics @ $30/ton 


Total Chemicals 
Royalties (Running Basis 


(a) Isomax 5.5¢/bb1 charge 
(bo) Platforming @ 5.5¢/ob1 charge 
(c) Unifining 
Naphtha Unifining - waiver 
Distillate Unifining @ 1.5¢/bbl charge 
(d) Hydeal @ 5% of naphthalen sale value and 
0.5¢/gal benzene 


(e) UDEX @ $250,000 amortized over 10 years 


Total Royalties 


Insurance 


Estimated @ 2.0% of process, offsites and 
inventories 


Utilities 


Electricity @ 1.0¢/K”H 

Fuel * 

Cooling water @ 0.9¢/1000 gals once-through 
Steam @ 55.0¢/1000 1b 


Total Utilities 


Total Direct Operating Cost 


*Pitch used to supplement refinery gas. 


PROCESSING AND ECONOMIC DATA 


a ELL LLL ELL, 


FOR A PROPOSED PUERTO RICO REFINERY 


TABLE III 
ESTIMATED UTILITIES 


Electricity 


Crude, Vacuum and Stabilizer Units 
Light Naphtha Unifining Unit 

Héavy Naphtha Unifining Unit 
Distillate Unifining Unit 

B-T-X Platforming Unit 

Heavy Naphtha Platforming Unit 
UDEX Unit 

Naphthalene Hydeal Unit 

Isomax and Gas Cancentration Units 
Visbreaking Unit 

Hydrogen Plant 


Subtotal 
Offsites and Miscellaneous 
Total 


Fuel 


Crude, Vacuum and Stabilizer Units 
Light Naphtha Unifining Unit 

Heavy Naphtha Unifining Unit 
Distillate Unifining Unit 

B-T-X Platforming Unit 

Heavy Naphtha Platforming Unit 
UDEX Unit 

Naphthalene Hydeal Unit 

Isomax and Gas Concentration Units 
Visbreaking Unit 

Hydrogen Plant 


Subtotal 
Boiler House 
Total 


BTU/Day required 42,140 x 108 BTU 
BTU/Day from fuel gas 18,720 x 10° BTU 
BTU/Day needed to be purchased 23,420 x 106 BTU 


Therefore 3,720 B/D pitch used to supplement refinery 
fuel gas. 
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ESTIMATED UTILITIES 
Page 2 


Cooling Water 


Crude, Vacuum and Stabilizer 
Light Naphtha Unifining Unit 
Heavy Naphtha Unifining Unit 
Distillate Unifining Unit 
B-T-X Platforming Unit 

Heavy Naphtha Platforming Unit 
UDEX Unit 

Naphthalene Hydeal Unit 

Isomax and Gas Concentration Units 
Visbreaking Unit 

Hydrogen Plant 

Miscellaneous 


Total 


Steam 1,000 Lbs/Hr 


Crude, Vacuum and Stabilizer -39.0 
Light Naphtha Unifining Unit 

Heavy Naphtha Unifining Unit 
Distillate Unifining Unit 

B-T-X Platforming Unit 

Heavy Naphtha Platforming Unit 
UDEX Unit 

Naphthalene Hydeal Unit 

Isomax and Gas Concentration Units 
Visbreaking Unit 

Hydrogen Plant 

Miscellaneous 


Total 


Visbreaker Steam Generator 
Boiler House 


Total 
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TABLE _IV 
ESTIMATED PERSONNEL REQUIREMENTS 


Management 


fanager 
Assistant Manager ) 
Process Superintendent ) 
Chief Engineer 
Mech.Superintendent ) 
Personnel Manager 
Chief Chemist 
Comptroller 

With above: 

Secretaries 

Total Management 


i od 
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Office 


General Accounting Manager ) 
Refinery Accounting Manager ) 
Oil Accounting Manager 
Material Accounting Manager 
Accounting Clerks 

Yield Accountant 

Billing Clerk 

Tanker Agent 

Payroll Clerk 

Shipping Clerk ) 

Purchasing Agent ) 

Office Service: ; 
Receptionist/Telephone Operator 
Stenographers and Typists 

Total Office 


Laboratory 


Chemists 
‘Knock Tester 
Podbielniak Operator 
Technicians 
Washers 
Samples 

Total 


nN 
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*5 day work week - 8 hours per day. 


TABLS IV (contd. ) 
ESTIMATED PERSONNEL REQUIREMENTS 
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Safety 


Chief Safety Engineer 

Assistant Chief Safety Engineer 

Fireman and Safety Personnel 
Total 


Technical and Economics - Case I - Case IT 


Technical Superintendent ) 
Economics Superintendent ) 
Engineers 
Secretary . 

Total 


Warehouse 


Chief Storekeeper 
Assistant 
Clerks 
Helpers 
Total 


First Aid 


Doctor 
Medical Assistant 
Nurses 

Total 


General Workers and Security 


Chief Watchman 
Shift Watchman 
Porters 
Yardmen 

Total 


Per Day* 
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ESTIMATED PERSONNEL REQUIREMENTS 
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Maintenance : Per Day* 
Chief Mechanical Engineer 
Chief Civil Engineer 
Draftsmen 
Mechanical Foreman 
Pipefitters 
Pipefitters Helpers 
Welders 
Welders Helpers 
Machinists 
Machinists Helpers 
Pump Mechanics 
Pump Mechanics Helpers 
Boiler Makers 
Boiler Makers Helpers 
Chief Electrician 
Electricians 
Electrician Helpers 
Instrument Men 
Carpenters ° 
Carpenters Helpers 
Painters 
Painters Helpers 
Insulator 
Bricklayers 
Bricklayers Helpers 
Mason 
Mason Helpers 
Truck Drivers 
Garage Mechanics, etc. 
Labor Foremen 
Laborers. 


Total 


1 
1 
3 
6 
3 
9 
2 
2 
L 
8 
3 
3 
4 
4 
1 
3 
3 
é 
2 
2 
2 
2 
4 
1 
i 
2 
2 
6 
6 
2 

40 
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Oil Movement 


Superintendent 
Assistant Superintendent 
Cargo Inepector 

Pumpers 

‘Pumpers Helpers 

Gaugers 

Dock Clerks 

Pumpers 

Pipe Fitters 

‘Pipe Fitters Helpers 
Truck Loaders 
Truck Loaders Helpers 
Oil Separator Operators 
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TABLE IV (contd. ) 
’ ESTIMATED PERSONNEL REQUIRHENTS 


Page 4 
Operations ' Per Shift 


Shift Foreman 1 
Crude, Vacuum and Stabilizer 


Senior Operator 
Board Man 
Helper 


Visbreaking Unit 


Senior Operator 
Board Man 
Helper 


Naphtha Unifiner - BTX Platformer-UDEX 


Senior Operator 
Board Man 
Helper 


Naphtha Unifiner - Platformer - Hydeal 


Senior Operator 
Board Man 
Helper 


Distillate Unifiner 


Senior Operator 
Helper 


Isomax, Hydrogen Plant and Gas Concentration 


Senior Operator 
Board Man 
Helper 

Boiler House 


Senior Operator 
Water Treating and Pumping 


Treaters and Splitter 


Board Man 
Helper 


Total 


PROCESSING AND ECONOMIC DATA 


FOR A PROPOSED PUERTO RICO REFINERY 


TABLE V 
ESTIMATED PERSONNEL REQUIREMENTS AND COSTS 


Management 
Office 
Laboratory 


Safety 


Technical and Economics 


Warehouse 

First Aid 

General Workers and Security 
Maintenance 

Oil Movement 

Operations 


Total 


PROCESSING AND ECONOMIC DATA 


FOR A PROPOSED PUERTO RICO REFINERY 
TABLE VI 
ESTIMATED PROCESS INVESTMENT 


Material 
and 
Process Units Labor Costs 


1. Crude Unit 


Including desalter, full corrosion 
protection and stabilizer $ 2,000,000 


Vacuun Unit 1, 200, 000 
Light Naphtha Unifining Unit . 550,000 
Heavy Naphtha Unifining Unit 700, 000 
Distillate Unifining Unit 1, 200, 000 
B-T-X Platforming Unit 1,800,000 
Heavy Naphtha Platforming Unit 2,250,000 
UDEX Unit 1,850,0C90 
Naphthalene Hydeal Unit 3,100,000 
Isomax and Gas Concentration Unit 6,600,000 
Visbreaking Unit } 2,100,000 - 
Hydrogen Plant 2,750,000 


C3/Cy Merox Unit 60,000 
Process Units - Total M and L $26,160,000 


Design, engineering, contractor's 
expense and overhead * 5,340,000 


Total $31, 500, 000 


Allowance for ocean freight, local 
freight, unloading and hauling to site  $ 4,000,000 
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TABLE VII 
ESTIMATED OFFSITES FACILITIES INVESTMENT 


Material 
and 
Utilities Labor 


Steam generating system 
Water treating facilities 
Fresh water supply 
Refinery fuel system 
Cooling water system 
Electric power system 
Compressed air system 

$ 3,100,000 


Service Facilities 


T.E.L. blending 
Fire fighting equipment 
Refinery flare and blowdown system 
- Oi] separation and retenticn pond 
Sewer system 
Telephone system 
Fencing and gates 
Roads and parking areas 
Truck load racks 
1,400,000 


Buildings and Contents 800, 000 


Tankage and Accessories 
Tankage 
Tankage accessories 
Transfer pumps 
Yard piping 
10, 000 , 000 


$3.5, 300,000 

Design, engineering, contractor's expense 
and overhead 3,002, 000 
$18 , 300, 000 

Allowance for ocean freight, local freight 
unloading and hauling 2,300,000 


Not included in above 2stimates are the 
following: 


Land 

Docks and wharfs 
Site preparation 
Piling if required 
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FOR A PROPOSED PUERTO RICO REFINERY € 416 
TABLE VIIT 
ESTIMATED INITIAL INVENTORY REQUIREMENTS 
1. Charge Stocks Barreis Dollars 
Crude, 20 day inventory 1, 200, 000 2,820,000 
2. Products 
Gasoline 
Premium, 25 days inventory 97,850 487,200 
Regular, 25 days inventory 225, 330 1,056, 700 
Benzene, 30 days inventory 28 , 000 352,800) 
oe be Toluene, 30 days inventory 31,700 239, 700 
49 7 Cg Aromatics, 30 days inventory 33,100 208,500 1“ 
ora, Raffinate, 25 days inventory 119, 500 482 , 900 © 
i <r Naphthalene, 30 days inventory 20, 500 412., 500. 
a Mixed C3's, 15 days inventory | 25,900 76, 800 
Mixed Ci's, 15 days inventory 25,100 74, 400 
No.2 Fuel Oil, 25 days inventory 125,000 428,700 
No.6 Fuel Oil, 25 days inventory 329, 300 708, 300 
Total 1,064,280 h., 5274 500 
oes 3. Catalyst Initial Loading and a Pounds 
. Spare Loading : 
’ Isomax 54,0, 600 865, 000 
Naphtha Unifiners 61, , 600 103, 400 
Distillate Unifiner 44,500 46, 700 
B-T-X Platformer 52,600 286, 700 
Hvy. Naphtha Platformer 108, 500 857, 200 
Hydeal 125,600 125,600 
Total 2,123,100 2,284,600 
4. Spare Parts = 1,250,000 


Total 8,062, 100 


PROCESSING AND. ECONCMIC DATA 
FOR A PROPOSED PUERTO RICO REFINERY 
TABLE IX 


ESTIMATED STARTUP AND WORKING CAPITAL 


Section 1 - Startup Capital 


A. Labor - 60 days supervision 267, 200 
30 days operating and training 72,400 


B. Utilities - 30 days startup and training 


Total Startup Capital to 
Depreciable Capitalization 


Section 2 - Working Cavital 
A. Charge Stock - 20 days inventory $ 2,820,0C0 


B. Products - necessary inventory 4, 527,500 


C. Direct Operating Costs - 30 days 757,140 


Total Working Capital to Non- ; 
Depreciable Capitalization $ 8,104,640 


PROCESSING AND ECONOMIC DATA 
FOR A PROPCSED PUERTO RICO REFINER 
TABLE X 
ESTIMATED TOTAL INVESTHENT 


Initial Catalyst and Chemical $ 3,534,600 
Loading and Spare Parts 


Process Investment 35, 500,000 


Offsites Investment 20, 600, 000 


tartup and Working Capital 
(a) Depreciable 746,850 
(ob) Non-depreciable 8,104,140 


Total $ 66,485,590 
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FOR A PROPOSED PUERTO RICO REFINERY 


Dall nr lnnnnenan mnie aS aa 


TABLE XI 
ESTIMATED GROSS MANUFACTURING MARGIN 


Products : $/D 


Gasoline, Premium ‘ re 19,488 
Regular ‘ 42,268 


Total 7 61,756 


Benzene . 11, 743 
Toluene 7,998 
Cg Aromatics . 6,955 
Raffinate 2 19,276 
Naphthalene (¢/Lb) ‘ 13, 736 
Mixed C3's : : Pes. 
-Mixed C4's ‘ 4,962 
No. 2 Fuel Oil ‘ ‘ 59,881 
No..6 Fuel Oil : ; 10,755 
Pitch ; 23,710 


Value of Production 60,546 225, 865 


Charge , 
Crude 60, 000 


Cost of Raw Material 
Gross Manufacturing Margin 


~ 
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TABLE XIl 
ESTIMATED REFINERY CONSOLIDATED YIELDS 


Charge . B/D Vol.% Los/Hr 
Tia Juana Medium Crude 60,000 100.0 


Refinerv Yield 


1. Gasoline 
Lt. St... Run 
Ci,-390°F Platformate 


t 

nw 
e e 
ew) 


ny 
ree 


Benzene 
Toluene 
Cs Aromatics 
Raffinate 
Naphthalene 
Mixed C3's 
Mixed C,'s 
9. No. 2 Fuel Oil 

» No. 6 Fuel Oil 

« Piten*® 

. Fuel Gas (F.0.E.) 


e e e * 


nN 


nN 
WMP BONNE Orr 


8 
6 
8 
8 
0 
: 

4 
8 
1 
3 
0 

.0 


101.7 


*Includes 3,720 B/D pitch used to supplement refinery 
fuel gas. 


PROCESSING AND ECONOMIC DATA 
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TABLE XIII 
ESTIMATED CRUDE UNIT YIELDS 


Charge B/D Vol.% Lbs/Hr 


Tia Juana Medium 
Crude 27 100.0 780, 000 


Yields 
IBP = 165°F - 
165-270° F 
270~4,50° F 
4,50-650° F 
650-1000° F 193,674 


Vac. Bottoms 280, 800 
780, 000 
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TABLE XIV 


ESTIMATED VISBREAKING YIELD 


Charge B/D Vol.%  Lbs/Hr 
Vacuum Bottoms 9,080 100.0 280,800 


8 
1 
iL 
3 
4 
2 
0 


Fuel 011,300 Cs — 90. 252, 120 
"aes 102.9 280,800 
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TABLE XV 
ESTIMATED ISCMAX YIELDS 


Charge B/D Vol.% Lbs/Hr 


Vacuum Gas Oil 14,220 100.0 193,660 
H2 (Chemical) 6, 585 


200,245 


Yields 


1,095 
1,962 : 
6,939 48. 
400-625° F 33 6,513 45.8 


Total 16,509 116.1 200,265 
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Properties of Products 
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C5/C6 C7-400° F 


F-1 Octane, Clear 80 56 
+3cc. 7 i 


Cnarge 


Unifined Virgin 
165-270° F 


Unifined Visokr. 


165-270°F 
Light Isomaxate 


Yields 


C6 Paraffins 
C7 Paraffins 
Cg Paraffins 
Cg Paraffins 
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TABLE XVI 
ESTIMATED B-T-X PLATFORMING YIELDS 


B/D Vol.% ot, Lbs/Gal 


5,100 56.54 


310 8.98 
3,100 _34.4é 


9,020 100.00 


Methyl Cyclopentane 


Cyclohexane 
C7 Naphthene 
Cg Naphtheres 
Cg Naphthenes 
Benzene 
Toluene 

Cg Aromatics 
Co+ Aromatics 


95,931 
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TABLE XVII 


LTS 


ESTIMATED UDEX YIELDS 


Charge 


Depentanized Platformate —- See Table 
Estimated B-T-X Platforming Yields 


Yields 
Extract 


Platforming Yields, B/D Recovery 


Benzene ; 390 
Toluene Lysis 
Cg Aromatics Leet 


Raffinate 


ota ead 


C6 Paraffins 
C7 Paraffins 
Cg Paraffins 
Cot+ Paraffins 
Methyl Cyclo- 
pentane 
Cyclohexane 
C7 Naphthenes 
Cg Naphthenes 
Cg Naphthenes 
Benzene 
_ Toluene 
Cg Aromatics 
Cor tromatics 


General Properties of Raffinate 


F-1 Clear 62.0 
F-l] +3cc. 80,0 
RVP 3.5 
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TABLE XVIII 
ESTIMATED HEAVY NAPHTHA PLATFORMING YIELDS 


Los/Gal 


_cepogarononatenainron mc oyeteaton at 


B/D Lbs/Hr we. % 


Charge Vol.% 

Unifined Virgin 
270-450° F 
Unifined Visbrkr. 


° API 


45.4 7,680 57.21 89,507 57-30 6.660 


270-4,00° F 
Heavy Isomaxate 


50.2 
45k 


45.8 


94 
4, 80 


13,425 


772 
765 
10,342 


11,878 


“C5's 
Hexanest+ 


7.04 
35-275 


100.00 


a: FD 
5.70 
77.03 


88.48 


Deprop. Bottoms - C,+ Platformate 


B/D 
11, 586 


wae 4 


Total Bottoms b2ed 


Platformate Split 


RVP 
6.07 


10, 73? 
55,942 


156,208 


1,968 
3,452 
4,421 
5,967 
6,483 
7,014 
126,903 


156,208 


F-1 C 


94.9 


6.89 


$3.61 


100.00 


1. 
99.8 


6.483 
6.660 


F-1+3cc. 


Los/Hr 
110,384 
27,205 


137,589 


FPI Lbs/Gal 


6.534 
8.044 


6.786 


Wt. % 

80.23 
19-77 
100.00 


B/D Vol.% 
& 9,653 83.3 
15.0 1,933 ,_16.7 
42.1 11,586 100.0 


Ci,-390°F Platf. 
390 E.P. Platf. 


48 
Los 


PROCESSING AND ECONOMIC DATA 
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TABLS XIX 
ESTIMATED NAPHTHALENE HYDEAL YIELDS 


Charge : Vol.% Lbs/Hr Wt. 2 Lb/Gal 
Hvy. Platformate 100,0 27,205. 100.0 8.0 


Ho(710 SCF/100#) = 1,027 47 
28,232 103.78 


Benzene ° 7,074 
Naphthalenes 11,430 
Hvy. Aromatics ‘ 817 
Fuel Gas(methane) 8,918 

28,239 


Fuel Gas*- 1,840 bbl F.O.E. 


*Fuel gas containes components both from Hydeal 
operations and the heavy naphtha Platformer 
separator gas. 


we 
PROCESSING AND ECONOMIC DATA 


TABLE XX 
ESTIMATED GAS CONCENTRATION UNIT YIELDS 
Hvy.Nap. B-T-X 


Platf. Platf. ISOMAX Visbkr. Total : Recovered 
Los/Hr Lbs/Hr Lbs/Hr Lbe/Hr Los/Hr Lt tbs/Hr . B/D 


37 23 - 28 88 
401 27 1, 162 899 2,489 


- - 365 365 
1,802 4,40 1.160 1,207. 4,621 

- - - iit 82, 0S 
2,890 1,831 3,680 1,488 13,927 
- , - 1,769 1,769 
222 343 5,917 53h =: 7,329 
510 238 3,186 702. 5,019 


3, 622 2,902 15,107 8,143 36,748 


Recovery Factors 


Cy's 85% 
Ci,'s 98% 


Fuel Gas: 860 bbl F.O.E. 
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TABLE XXI 
ESTIMATED GASOLINE POOL 


Components B/D 
Lt. St. Run 3,404 


Cy-390°F Platformate 9,653 


13,057 


T.E.L. requirement to meet pool octane or 
96.9 = 1.900 7.2.1. /Gal 


PROCESSING AND ECONOMIC DATA 
FOR A PROPOSED PUERTO RICO REFINERY 


TABLE XXII 
ESTIMATED H2 PRODUCTION AND CONSUMPTION 


Production 


B-T-X Platformer 9,020 B/D SCF/Bb1 
Hvy. Nap. Platformer 13,380 B/D SCF/Bbl 
Hydrogen Plant 


Consumption* 


Lt.Nap.Unifiner 
Hvy.Nap.Unifiner 
No.2 F.O.unifiner 
Hydeal Unit 
Isomax Unit 


SCF/Bb1 
SCF/Bb1 
SCF/Bb1 
SCF/Bb1 
SCF/Bb1 


MM OM OM 8 


*Consumption includes chemical and solution losses. 
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